
Schedule I-l 6 

SOUTHWESTERN ELECTRK POWER COMPANY 
RECONCULABLE FUEL COSTS 

SWEPCO has not filed a fuel reconciliation with its current base rate case; therefore. this 
schedule is not applicable. 
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Schedule 1-16. I 

SOUTHWESTERN ELECTRPC POWER COMPANY 
FOSS{IL FUEL BURNED MONTHLY 

SWEPCO has not filed a fuel reconciliation with its current base rate case: therefore, this 
schedule is not applicable. 
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Schedule 1-16.2 

SOUTHWESTERN ELECTRI[C POWER COMPANY 
FOSML [FUEL MIX PURCHASED MONTHLY 

SWEPCO has not filed a fuel reconciliation with its current base rate case; therefore. this 
schedule is not applicable. 
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Schedule 1-16.3 

SOUTHWESTERN ELECTRIC POWER COMPANY 
COMPETIT[IVE SPOT FOSSIL FUEL PURCHASES 

SWEPCO has not filed a fuel reconciliation with its current base rate case: therefore. this 
schedule is not applicable. 
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Schedule 1-16.4 

SOUTHWESTERN ELECTRIC POWER COMPANY 
OTHER SPOT FOSSIL FUEL PURCHASES 

SWEPCO has not filed a fuel reconciliation with its current base rate case; therefore, this 
schedule is not applicable. 
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Schedule I-171 
Page 1 of 4 

SOUTHWESTERN ELECIRIC POWER COMI>ANY 
Schedule I - 17 1 

COA[ COST BREAKDOWN 

2 3 4 5 6 
Welsli Power Station RAILCAR OTIIER 

FOB RAII RAILCAR OWNERSHIP / RAILCAR TRANSP 
YEAR MONTH TONS MINE PRICE TRANSPORTATION MAINT LEASE EXP DEPR COSTS MISC TOTAL 

2019 APR 227,860 Highly Sensitive Highly Sensitive $305,490 $89.362 $37,259 Highly Sensitive 
MAY 198,059 Highly Sensitive Highly Sensitive $310,498 $109,203 $46. ]10 $4,27 I Highly Sensitive 
JUN 317,433 Highly Sensitive Higlily Sensitive $107,596 $86,869 $37,259 Highly Sensitive 
JUL 332.902 IHighly Sensitive Highly Sensitive $412.339 $80,038 $44,332 Highly Sensitive 

AUG 290,234 Highly Sensitive Highly Sensitive $246.334 167,489 $44,365 Highly Sensitive 
SEP 230.553 I-Iighly Sensitive Highly Sensitive $2]7.437 $86.111 $44,365 Highly Sensitive 
OCT 181,200 Highly Sensitive Higlily Sensitive $240.582 $97,225 $44,365 Highly Sensitive 
NOV 244,325 Highly Sensitive Highly Sensitive $576,001 $83.076 $44,365 Highly Sensitive 
DEC 182,468 Highly Sensitive Highly Sensitive $96,482 $85.532 $44,365 Highly Sensitive 

2020 JAN 185.442 Highly Sensitive Highly Sensitive $288.955 $ 100.283 $44,460 Highly Sensitive 
FEB 122,974 Higlily Sensitive Highly Sensitive $201,200 $94,649 $44,460 Highly Sensitive 

MAR 154,310 Highly Sensitive Highly Sensitive $43,323 $101,441 $44,460 Highly Sensitive 
TOTAL 2,667,760 Highly Sensitive Highly Sensitive 3,046,237 1,081,279 520,165 0 4,271 Highly Sensitive 

1 2 3 4 5 6 
Flint Creek Power Station RAILCAR OTHER 

FOB RAIL RAILCAR OWNERSHIP/ RAILCAR 1RANSP 
YEAR MONTH TONS MINE PRICE [RANSPOR[ATION MAINT LEASE EXP DEPR COSTS MISC TOTAL 

2019 APR 0 Highly Sensitive I-Iiglily Sensitive $109,129 $35,253 $23,837 $8,530 Highly Sensitive 
MAY 60,423 I-Iigl-tty Sensitive Highly Sensitive ($84,863) $43.223 $23,837 $43,590 Highly Sensitive 
JUN I 95,740 Highly Sensitive IHighly Sensitive $81,591 $59,538 $23.837 $123,044 Highly Sensitive 
JUL 197,152 Highly Sensitive Higlily Sensilive $267,866 $50,720 $16,045 $141.917 Highly Sensitive 

AUG 198.813 Higlily Sensitive Ilighly Sensitive $138.851 $39,066 $15,996 $119,984 Highly Sensitive 
SEP I 68,082 Highly Sensitive Highly Sensitive $138.251 $53,684 $15,996 $121.107 Highly Sensitive 
OCT 153,430 I-Iiglily Sensitive IHighly Sensmve $169,639 $60,743 $15,996 $104,578 Highly Sensitive 
NOV 46,650 Highly Sensitive Highly Sensitive $477,364 $36,002 $15,996 $34,651 Highly Sensitive 
DEC 60,972 Highly Sensitive Highly Sensitive ($235.822) $63,360 $20,222 $62,377 $1483 Highly Sensitive 

2020 JAN /6,409 Highly Sensitive Higlily Sensitive $78,503 $51,316 $16,]89 $52,977 Highly Sensitive 
FEB 75,150 Highly Sensitive Highly Sensitive $69,423 $53,555 $16 189 $52,755 Highly Sensitive 

MAR 609 ilighly Sensitive Highly Sensitive ($296) $48,024 $16.]89 ($4,707) Highly Sensitive 
TOTAL I.233.432 Highly Sensitive Highly Sensitive 1,209,637 594,485 220,329 860.800 1.483 Highly Sensitive 

1 2 3 4 5 6 
IURK POWER STATION RAI[CAR OTHER 

FOB RAILCAR OWNERSHIP / RAILCAR TRANSI'. 

YEAR MONTH TONS MINE PRICE TRANSPORTATION MAINT LEASE EXP DEPR COSTS MISC TOTAL 

2019 APR 195,254 Highly Sensitive Highly Sensitive $252,944 $46.312 $0 $137,704 Highly Sensitive 
MAY 64,352 Highly Sensitive Highly Sensitive $253,207 $28,518 $0 $42,193 Highly Sensitive 
JUN 128,812 Highly Sensitive Highly Sensitive ($67,633) $29,965 $0 $104,996 Highly Sensitive 
JUL 160 472 Highly Sensitive Highly Sensitive $176,885 $29.757 $0 $104.068 Higlily Sensitive 

AUG 180,758 Highly Sensitive Higlily Sensitive $123.649 $35.040 $0 $139.9/0 Highly Sensitive 
SEP 157.082 Highly Sensitive Highly Sensitive $138,178 $43306 $0 $109 158 Highly Sensitive 
OCT 188.205 Highly Sensitive Highly Sensitive $162.673 $47.984 $0 $144,436 Highly Sensitive 
NOV 197.514 Highly Sensilive Higlily Sensitive $637,874 $40.680 $0 $138 841 Highly Sensitive 
DEC 162.747 Highly Sensitive Highly Sensitive ($23,339) $42,978 $0 $93.618 Highly Sensitive 

2020 JAN 181133 Higlily Sensitive Highly Sensitive $232,383 $47,898 $0 $134,658 Highly Sensitive 
FEB 146,498 Higlily Sensitive Highly Sensitive $153,496 $44,201 $0 $100,048 Highly Sensitive 

MAR 147,975 Highly Sensitive Highly Sensitive $112,616 $48,221 $0 $103,281 Highly Sensitive 
TOTAt I,910,802 Highly Sensitive I-Iighly Senstlive 2,152,932 484,859 0 1,352,972 0 Highly Sensitive 

Sponsored By' Amy E. Jeffries 
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Schedule I-171 
Page 2 of 4 

SOUTHWESTERN ELECTRIC POWER COMPANY 
Schedule I- 17 ] 

COAL COST BREAKDOWN 
Instruction 7 

Welsh Powei Station column G column H Column K Column L Column l 
FLY ASH FLY ASH OTHER calc 

YEAR PAYROLL TRANSPORTATION FUEL OIL USAGE REMOVAL SALES COSTS TOTAL 

2019 APR $108,406 $0 $8.503 'i,/4(,/ 'hUI, ~ ,] $85,813 Il/8 /.,1 
MAY $255,906 $0 $16,004 $89,019 $24,714 

JUNE $194,596 $0 $17,223 $50,326 $535,080 $84,798 $882,023 
JUL $201.187 $0 $15,185 $278,084 MP,>0 I 4' 1 $69,984 $144.304 

AUG $180,918 $0 $12,524 11 I b' O.Jl)) '1, ;t: i.'<, $109.445 rk ~i, ,,:./.j 

SEP $226,687 $0 $0 $3678 1 $39,311 
OCT $139,917 $0 $16,631 $54,432 $36,094 $44,700 
NOV $250,122 $0 $17.055 $502 1 j,A , „ 1 J,) $68.704 (I /4 % "J 

DEC $170,016 $0 $9,397 $10,643 lp~,~f, $43,675 1' 1'' 11"I 
2020 JAN $104,522 $0 $6,994 $16,739 fl ] // "/ N $46.491 

FEB $99,096 $0 $7,119 $13,770 l $ 2 1 r, .)3 4 $71.399 ~11«H ,) 

MAR $128,206 $0 $13,621 $20,660 ) I 8 4/(, $66,786 $43,803 
TOTAL $2,059,578 $0 $140,256 $381,913 £$3 lb62511 $747.214 $]42,710 

Sponsored By Amy E Jeffries 
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Schedule I-171 
Page 3 of 4 

SOUTHWESTERN ELECTRIC POWER COMPANY 
Schedule I- 17 1 

COAL COS1 BREAKDOWN 
Instiuclion 7 

Flint Creek Power Station column G column H Column L Colurnn K Colurnn P 
FLY ASH FLY ASH OIHER 

YEAR MON1 H PAYROLL TRANSPORTATION FUEL OIL USAGE REMOVAI SALES COSTS TOTAL 
2019 APR $8,146 $0 $2,934 $] 04.617 %' ;. '' 114.210 $42,807 

MAY $127,148 10 $I 4,167 $292,798 $4 ]4,074 
JUNE $148.033 $0 $20,326 $56.228 P,/ , 4 $92,804 
JUL $130,183 $0 $16.282 il 1 " 1 Li ' , 

AUG $116,378 $0 $12,303 $93,278 91 / $78,665 
SEP $115,787 $0 $21,105 $49.455 $33,892 
OCT $93,567 $0 $11.905 $79,795 ' t.' ' , il '4 >j",4 $64,919 
NOV $80,226 $0 d I /, $76,291 $45,691 
DEC $71,967 $0 ~ jil ·') $34,171 ( 11 / $53,426 

2020 JAN $112,003 $0 $3.135 $55,140 'lit 4, '1 I "jj $90,636 
FEB $7],295 $0 $0 $48,217 $50,402 $92.574 

MAR $21,751 $0 $0 $59,659 (i .; '/b·, $45,969 
TOTAL $1,096,482 $0 $74,380 $898,267 H' ··, / Ih $],006.421 

Sponsored By, Amy E Jeffries 
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Schedule I-171 
Page 4 of 4 

SOUTHWESTERN ELECTRIC POWER COMPANY 
Schedule I- 171 

COAL COST BREAKDOWN 
InstRuction 7 

Turk Power Station column G column H Column L Column K Column I 
FLY ASH FLY ASH OlHER 

YEAR MONTH PAYROLL TRANSPORTATION FUEL OIL USAGE REMOVAL SALES COSTS TOTAL 
2019 APR $204.183 $0 $1 18.561 $0 $2,342 $322,249 

MAY $7],264 $0 $12,412 $343,585 $0 $22,663 $449,924 

JUNE $262,408 $0 $21.220 $ 166.373 $0 (1, l ./> i $448.629 

JUL $245,465 $0 $25,258 $64,836 $0 $12 203 $347,762 
AUG $269,898 $0 $0 n /. !(', $0 fl.l,·41., $263,845 
SEP $241.718 $0 $26.21 I $106,825 $0 $6,977 $381,731 
OCT $271,223 $0 $8.069 $149714 $0 Il'z ,·t $406,469 
NOV $247,330 $0 $3,613 $16,585 $0 $30,652 $298.180 
DEC $249,805 $0 $19,90/ $180,204 $0 $53,366 $503,282 

2020 JAN $250,880 $0 $20,093 $114.019 $0 il'o ni6) $362.956 
FEB $224.233 $0 $30,280 $94,145 $0 ill, 2 $330.123 

MAR $267.574 $0 $561 $106.898 $0 tt•,. :.21) $352.458 
TOTAL $2,805,981 $0 $164,788 $1,458,934 $0 $37,904 $4,467,607 

Sponsored By Amy E. Jeffries 
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SOUTHWESTERN ELECTRIC POWER COMPANY 
SCHEDULE I-17.2 

LIGNITE COST BREAKDOWN 
Pirkey Power Station 

ADMIN AND GENERAL 
FOB AD VALOREM SWEPCO AEP PFO 

MONTH TONS MINE COSTS AMORT TAXES Land Related OVERHEAD OFFICE ROYALTIES TOTAL 
Apr-19 270,058 $11,045,752 $325,663 $0 $1,654,826 $20,162 $38,262 $306,015 $13,390,679 
May-19 242,593 $9,601,100 $15,638 $0 $1,015,006 $25,184 $40099 $269,446 $10,966,472 
Jun-19 224,424 $9,050,633 $168,045 $0 $1,065,533 $21,571 $36,998 $288,381 $10,631,162 
Jul-19 223,851 $9,143,562 $169,298 $0 $1,613,729 $22,849 $38,239 $500,663 $11,488,341 

Aug-19 251,411 $10,652,683 $180,963 $0 $842,760 $31,799 $67,005 $397,129 $12,172,340 
Sep-19 5,787 $238,559 $1,811 $0 $1,081,317 $28,370 $51,892 $132,864 $1,534,813 
Oct-19 0 $0 ($3,066) $0 $470,358 $40,665 $60,038 $167,797 $735,792 
Nov-19 96,614 $3,989,386 $49,421 $0 $1,332,175 $24,239 $54,977 $146,739 $5,596,937 
Dec-19 113,233 $1,756,267 $53,094 $0 $1,297,944 $28,103 $56,085 $154,943 $3,346,436 
Total 1,427,971 $55,477,941 $960,867 $0 $10,373,648 $242,943 $443,597 $2,363,976 $69,862,972 

Jan-20 187,150 $8,020,525 $120,923 $177,547 $573,472 $27,842 $56,880 $238,437 $9,215,625 
Feb-20 181,548 $8,139,727 $132,586 $0 $256,004 $21,625 $39,899 $156,405 $8,746,246 
Mar-20 170,399 $8,990,849 $110,196 $0 $691,539 $27,829 $47,351 $148,183 $10,015,946 
Total 539,096 $25,151,101 $363,705 $177,547 $1,521,015 $77,296 $144,129 $543,024 $27,977,817 

Sponsored By 
Am

y E Jeffries 
4607 

Schedule I-17 2 
Page 1 of 4 



SOUTHWESTERN ELECTRIC POWER COMPANY 
HIGHLY SENSITIVE SCHEDULE I-17.2 

LIGNITE COST BREAKDOWN 
Dolet Hills Power Station 

ADMIN. AND GENERAL 
FOB Ad OLC SWEPCO CLECO 

MONTH TONS MINE COSTS AMORT Valorem OVERHEAD OVERHEAD OVERHEAD ROYALTIES TOTAL 
Apr-19 45.799 Highly Sensitive $0 $0 ($16 830) $47,355 $0 ($61 165) Highly Sensitive 
May-19 47,936 Highly Sensitive $0 $0 $158,433 $30,837 $0 $490,667 Highly Sensitive 
Jun-19 41,160 Highly Sensitive $0 $0 $61,487 $93,219 $0 $325,389 Highly Sensitive 
Jul-19 61,544 Highly Sensitive $0 $0 $226,791 $54,640 $0 $211,266 Highly Sensitive 
Aug-19 46,121 Highly Sensitive $0 $0 $72,357 $73,475 $0 $433,279 Highly Sensitive 
Sep-19 51,415 Highly Sensitive $0 $0 $95,499 $99,586 $0 $77,536 Highly Sensitive 
Oct-19 25,351 Highly Sensitive $0 $0 $45,610 $53,023 $0 $203,918 Highly Sensitive 
Nov-19 40,559 Highly Sensitive $0 $0 $26,515 $218,238 $0 $285,809 Highly Sensitive 
Dec-19 16,011 Highly Sensitive $0 $0 $173,977 $338,278 $0 $126,109 Highly Sensitive 
Total 375,896 Highly Sensitive $0 $0 $843,839 $1,008,651 $0 $2,092,808 Highly Sensitive 

Jan-20 32,055 Highly Sensitive $0 $0 $59,520 $288,769 $0 $289,363 Highly Sensitive 
Feb-20 29,932 Highly Sensitive $0 $0 $163,680 $76,931 $0 $113,266 Highly Sensitive 
Mar-20 25,100 Highly Sensitive $0 $0 $68,784 $132,626 $0 $62,398 Highly Sensitive 
Total 87,087 Highly Sensitive $0 $0 $291,984 $498,326 $0 $465,026 Highly Sensitive 

Sponsored By 
Am

y E Jeffries 
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Schedule I-17 2 
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NON-CONFIDENTIAL 
SOUTHWESTERN ELECTRIC POWER COMPANY 

I-17.2 LIGNITE COST BREAKDOWN 
(UNDISTRIBUTED COSTS) 

INSTRUCTION 2e 

Pirkey 85.936% 

YEAR MONTH PAYROLL TRANSPORTATION FUEL OIL OTHER TOTAL 
2019 APR 132,391 $0 26,031 34,250 $192,672 

MAY 109,079 $0 7,379 113,937 $230,395 
JUN 150,971 $0 12,149 18,447 $181,568 
JUL 157,592 $0 28,084 54,247 $239,923 
AUG 129,657 $0 0 99,562 $229,219 
SEP 20,858 $0 0 18,198 $39,056 
OCT 12,098 $0 17,475 21,751 $51,324 
NOV 49,019 $0 14,215 80,255 $143,489 
DEC 159,202 $0 20,076 43,251 $222,528 

2020 JAN 236,873 $0 1,500 (50,370) $188,003 
FEB 126,500 $0 11,239 (161,838) ($24,099) 
MAR 88,705 $0 5,822 (173.021) ($78,494) 

TOTAL $1,372,945 $0 $143,970 $98,669 $1,615,584 

Sponsored By Amy E Jeffries 
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Schedule I-17 2 
Page 4 of 4 

NON-CONFIDENTIAL 
SOUTHWESTERN ELECTRIC POWER COMPANY 

I-17.2 LIGNITE COST BREAKDOWN 
(UNDISTRIBUTED COSTS) 

INSTRUCTION 2e 

Dolet Hills 40.234% 
YEAR MONTH PAYROLL OTHER TOTAL 
2019 APR 

MAY 
JUN 
JUL 
AUG 
SEP 
OCT HIGHLY SENSITIVE 
NOV 
DEC 

2020 JAN 
FEB 
MAR 

TOTAL 

Sponsored By Amy E Jeffries 
4610 



Schedule I-17.3 

SOUTHWESTERN ELECTRIC POWER COMPANY 
COAL COST DESCRIPTION 

APRIL 1,2019 - MARCH 31, 2020 

The cost components filed by SWEPCO that are detailed in the monthly confidential Fuel 
Purchase Report to the PUCT are as follows: 

1. Fuel 
This item includes the cost of coal FOB mine plus any Btu. sulfur 
dioxide, ash or other fee adjustments. 

2. Transporiafion 
This item includes the cost of transporting the coal from the mine to the 
destination. 

3. Handling 
The monthly confidential Fuel Purchase Report does not include handling 
charges. 

4. Other. 
This item includes costs for leased railcars, ad-valorem taxes, and 
depreciation of'railcars owned by SWEPCO. It also includes the costs paid 
for the maintenance. repair (including parts) and inspection of SWEPCO's 
owned and leased railcars. Also included are the amounts paid to the 
railroads for the repair of railcars that have been -bad-ordered". This item 
also includes the maintenance and repairs of the rail track at the Welsh and 
Flint Creek Power Stations and the maintenance facility at Alliance, 
Nebraska. 

Sponsored By- Amy E. Jeffries 
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Schedule I-18 
Page 1 of 2 

SOUTHWESTERN ELECTRIC POWER COMPANY 
COAL SUPPLIER LOCATIONS 

APRIL 1, 2019 - MARCH 31,2020 

Welsh Power Plant: During the Reconciliation Period. coal was received from: 

• Peabody COALSALES' North Antelope Rochelle mine located in Campbell and 
Converse Counties, Wyoming. 

• Blackiewel, LLCs Belle Ayr mine located in Campbell County. Wyoming (under 
agreement with Blackjewel Marketing and Sales. LLC). 

Flint Creek Power Plant: During the Reconciliation Period. coal was received from: 

• Peabody COALSALES' (formerly COALSALES, LLC) North Antelope Rochelle 
mine located in Campbell and Converse Counties. Wyoming. 

• Blackjewel, LLC's Belle Ayr mine located in Campbell County, Wyoming (under 
agreement with Blackjewel Marketing and Sales. LLC). 

Turk Power Plant: During the Reconciliation Period, coal was received from: 

• Arch Coal Sales Company's Black Thunder mine located in Campbell County, 
Wyoming. 

• Peabody COALSALES' (formerly known as COALSALES,LLC)North Antelope 
Rochelle mine located in Campbell and Converse Counties. Wyoming. 

Sponsored By· Amy E. Jeffries 
4612 



Schedule I-18 
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SOUTHWESTERN ELECTRMC POWER COMPANY 
SCHEDULE FR-18 

LUGNITE SUPPLJER LOCATUONS 
MARCH 1, 2017 - DECEMBER 31I, 2@19 

Pirkey Power Plant: During the Reconciliation Period. Iignite for the Pirkey Power Plant was 
received from: 

o Sabine Mining Company located in Harrison County, Texas. 

Dolet Hills Power Station: During the Reconciliation Period, Iignite for the Dolet Hills Power 
Station was received from: 

o Dolet Hills Lignite Company located in DeSoto Parish, Louisiana. 

Sponsored By· Amy E Jeffries 
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Schedule 1-19.1 

SOUTHWESTERN ELECTROC POWER COMPANY 
RAIL HAUL DBTANCE 

SWEPCO has not filed a fuel reconciliation with its current base rate case; therefore, this 
schedule is not applicable. 
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Schedule I-19.2 

SOUTHWESTERN ELECTRPC POWER COMPANY 
UNIT TRAINS 

SWEPCO has not filed a fuel reconciliation with its current base late case: therefore. this 
schedule is not applicable. 
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Schedule 1-19.3 

SOUTHWESTERN ELECTRIC POWER COMPANY 
CYCLE TMME 

SWEPCO has not filed a fuel reconciliation with its current base rate case; therefore. tliis 
schedule is not applicable. 
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Schedule I-19.4 

SOUTHWESTERN ELECTRIC POWER COMPANY 
RAIL CARS 

SWEPCO has not filed a fuel reconciliation with its current base rate case; therefore. this 
schedule is not applicable. 
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Schedule I-19.5 

SOUTHWESTERN ELECTRQC POWER COMPANY 
RAKL CAR LEASES 

SWEPCO has not filed a fuel reconciliation with its current base rate case: therefore, this 
schedule is not applicable. 
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Schedule I-19 6 

AMERICAN ELECTRIC POWER COMPANY 
RAIL(JAR MAINTENANCE 

APRIL 1, 2019 - MARCH 31, 2020 

AEP has its own railcar maintenance facilities: Alliance and Cook. Tlie location of the 
Alliance facility is Alliance, Nebraska, off the Burlington Northern Santa Fe main line. 
The location of the Cook facility is Metropolis, Illinois off the Burlington Northern Santa 
Fe main line. 

AEP's railcar maintenance program is based on a preventative maintenance philosophy 
coupled with the Association of American Railroads Interchange Rules. 

AEP railcars are generally inspected twice per year and appropriate repairs are performed 
at such time. 

Lead railcar mechanics at the railcar maintenance facilities verify parts applied and the 
work performed by the railcai mechanics. In addition. there is a quality assurance 
supervisor and a manager to assure an efficient, safe and well-managed facility. Railcar 
parts are inventoried on an on-going basis by the material coordinator. 

Sponsored By Amy E Jeffries 
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Schedule I-19.7 

SOUTHWESTERN ELECTRHC POWER COMPANY 
RAUL CAR REPAI[RS 

SWEPCO has not filed a fuel reconciliation with its current base rate case; therefore, this 
schedule is not applicable. 
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Schedule I-20 

SOUTHWESTERN ELECTRIC POWER COMPANY 
FUEL MANAGEMENT TRAVEL 

For the Test Year Ended March 31,2020 

No travel expenses are charged to reconcilable fuel, including overnight travel to non-
company facilities. 

Sponsored By: Amy E. Jeffries 
4621 



Schedule I-21 
Page 1 of 2 

SOUTHWESTERN ELECTRIC POWER COMPANY 
FUEL MANAGEMENT 

For the Test Year Ended March 31.2020 

SWEPCOs fuel management strategy was to provide its generating units with a reliable 

fossil fuel supply at a reasonable delivered cost by managing its inventories and maintaining 

a mix of firm and discretionary supplies of fiiel. This strategy also included managing its 

supply flexibility and acquiring its fossil fuel (coal, lignite, natural gas and fuel oil) from 

competitive markets when possible, considering the Company's long term agreements and 

market conditions. This fossil fuel strategy assured reliable, flexible and competitively 

priced fuel to meet SWEPCO s generation requirements. 

During the Test Year, SWEPCO continued to operate within the framework of the Southwest 

Power Pool Integrated Marketplace (SPP IM). The SPP IM selects the optimal mix of 

generating units based upon offers submitted by all market participants within the region, 

which provides benefits to customers. SWEPCO is required to offer sutticient available 

generating capacity into the market to cover its native load. but that capacity may or may not 

be selected for dispatch based on economics and reliability requirements. Additionally, 

energy purchases are macie in lieu of SWEPCO's generation when it is both economic and 

reliable. 

Sponsored By Amy E Jeffries 
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Schedule I-21 
Page 2 of 2 

Due to the dynamic nature of the SPP IM and the ilexibility required for its natural gas supply. 

SWEPCO relied predominantly on daily spot' market natural gas purchases. but it also used 

longer-term arrangements including monthly baseload2 and long-term firm3 purchases. 

Similarly, SWEPCO's coal procurement has involved shorter-term arrangements. a strategy 

supported by more abundant supply. uncertainty of plant dispatch due to the SPP IM. and 

constantly changing environmental requirements. Fuel oil and Iignite are able to be procured 

on a more as-needed basis due to the closer proximity of supply sources. The competitive 

nature of SWEPCO's procurement for all fossil fuels brings the benefit of minimized costs to 

its customers. 

See the direct testimony for the fuel management activities that reduced fuel costs. 

For work papers supporting the fuel management activities, see the non-confidential and 

highly sensitive work papers for the witnesses and schedules cited in the Filing Summary. 

' A -daily spot" transaction usually has a terni of one day (but can be up to five days due to weekends and 
holidays) and can be purchased the trading day before gas is needed. or on the same day. Spot supplies are 
subject to tlie market price aiid availability at the time oftlie transaction with either fixed or index-based prices. 
2 A "monthly baseload" natural gas supply arrangement has a term ofone month under which the supplier 
commits to provide SWEPCO with a specific volume on a firm basis at a price pursuant to a predetermined 
pricing mechanism. 
1 A "long-term fit·m" natural gas supply arrangement isa natili·al gas supply arrangement having a term of one 
year or more under which the supplier commits to provide SWEPCO with a specific volume of natural gas on a 
firm basis at a price pursuant to a predetermined pricing mechanism. 

Sponsored By Amy E Jeffries 
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Schedule I-22 

SOUTHWESTERN ELECTR[IC POWER COMPANY 
FUEL COST OVER/UNDER RECOVERY 

SWEPCO has not filed a fuel reconciliation with its current base rate case: therefore. this 
schedule is not applicable. 
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Schedule J 
Page 1 of 2 

SWEPCO Corp Consolidated 
BALANCE SHEET 

SWEPCO_CORP_CONS ACTUALS 
0422/2020 22 29 Month End Bal Year End 

2020 Layoul BS8291 March December 
18AV2020-01-01 Account GL_ACCT. SEC Business Unit SEGMENT CONS 2020 2019 

ASSETS 
Cash and Cash Equivalents 
Other Cash Deposits 
Accounts Receivable 
Advances to Affiliates 
Fuel, Materials and Supplies 
Risk Management Contracts - Current 
Margin Deposits 
Unrecovered Fuel - Current 
Other Current Regulatory Assets 
Prepayments and Other Current Assets 

TOTAL CURRENT ASSETS 
Electric Production 
Electric Transmission 
Electric Distribution 
General Property, Plant and Equipment 
Construction Work-in-Progress 

TOTAL PROPERTY, PLANT and EQUIPMENT 
less: Accumulated Depreciation and Amortizat,on 

NET PROPERTY, PLANT and EQUIPMENT 
Net Regulatory Assets 
Securitized Transition Assets and Other 
Spent Nuclear Fuel and Decommissioning Trusts 
Investments in Power and Distribution Projects 
Goodwill 
Long-Term Risk Management Assets 
Employee Benefits and Pension Assets 
Other Non Current Assets 

TOTAL OTHER NON-CURRENT ASSETS 
TOTAL ASSETS 

LIABILITIES 
Accounts Payable 
Advances from Affiliates 
Short-Term Debt 
Other Current Regulatory Liabilities 
Long-Term Debt Due Within One Year Non-Affiliated 
Long-Term Debt Due Within One Year - Affiliated 
Risk Management Liabilities 
Accrued Taxes 
Memo Property Taxes 
Accrued Interest 
Deposits - Customer and Collateral 
Over-Recovered Fuel Costs - Current 
Other Current Liabilities 

TOTAL CURRENT LIABILITIES 

Long-Term Debt - Affiliated 
Long-Term Debt - Non Affiliated 
Long-Term Debt - Premiums and Discounts Unamort 
Long-Term Risk Management Liabilities 
Deferred Income Taxes 
Deferred Investment Tax Credits 
Regulatory Liabilities and Deferred Credits 
Asset Retirement Obligation 
Nuclear Decommissioning 
Employee Benefits and Pension Obligations 
Trust Preferred Securities 
Cumulative Preferred Stocks of Subs - Mandatory Redemp 
Other Non-Current Liabilities 

TOTAL NON-CURRENT LIABILITIES 
TOTAL LIABILITIES 
Cumulative Pref Stocks of Subs - Not subject Mand Redemp 
Minority Interest - Deferred Credits 
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1,430,474 
3,293,104 

94,428,251 
0 

176,354,838 
2,604,787 
2,889,619 

0 
0 

19,939,654 
300,940,727 

4,703,023,210 
2,061,542,713 
2,300,754,706 

553,758,819 
226,392,894 

9,845,472,342 
(2,806,607,250) 
7,038,865,091 
(181,138.861) 

0 
0 

44,526,688 
0 
0 

40,525,700 
126,314,701 

30,228,228 
7,370,034,047 

182,886,309 
148,062,331 

0 
0 

115,000,000 
0 

2,217,771 
83,548,925 
82,410,337 
20,001,541 
65,072,259 
29,660,795 

170,116,130 
816,566,061 

0 
2,433,734,207 

(4466.191) 
2,880,691 

928,146,204 
2,859,341 

470,226,725 
135,227,686 

0 
26,716,735 

0 
0 

100,876,390 
4,096,201,789 
4,912,767,850 

0 
0 

1,623,170 
2,736,418 

113,405,928 
0 

164,023,911 
6,374,854 

353,885 
4,874,186 

0 
18,918,431 

312,310,784 
4,691,406,522 
2,056,474,577 
2,270,675,272 

521,099,774 
210,165,933 

9,749,822,078 
(2,766.242,255) 
6,983,579,823 
(207.793 885) 

0 
0 

43,770,179 
0 
0 

39,806,642 
73,872,442 
(50.344,622) 

7,245,545,985 

234,039,816 
59,860,394 

0 
0 

115,000,000 
0 

1,875,404 
34,172,306 
30,127,686 
33,143,814 
65,024,644 
13,583,035 

190,909,799 
747,609,213 

0 
2,433,359,588 

(4 543,711) 
3,073,629 

923,529,509 
3,104,730 

463,859,887 
113,424,964 

0 
24,357,328 

0 
0 

97,285,281 
4,057,451,206 
4,805,060,420 

0 
0 
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SWEPCO Corp Consolidated 
BALANCE SHEET 

SWEPCO_CORP_CONS ACTUALS 
04/22/2020 22 29 Month End Bal Year End 
2020 Layout BS8291 March December 
18A V2020-01-01 Account GL_ACCT_SEC Business Unit SEGMENT_CONS 2020 2019 

Common Stock 
Paid In Capital 
Premium on Capital Stock 
Retained Earnings 
Accumulated Other Comprehensive Income (Loss) 

TOTAL SHAREHOLDERS' EQUITY 

135,659,520 
676,550,701 

0 
1,646,324,011 

(1,268 035) 
2,457,266,197 

135,659,520 
676,550,701 

0 
1,629,553,187 

(1,277.843) 
2,440,485,565 

TOTAL LIABILITIES AND SHAREHOLDERS' EQUITY 7,370,034,047 7,245,545,985 
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SOUTHWESTERN ELECTRIC POWER COMPANY 
Reconciliation - Total Company to Total Electric 
For the Test Year Ended March 31, 2020 

Line 
No Description 

Schedule J-1 provides the entities that comprise SWEPCO's Consolidated Income Statements for the 
twelve months ending March 31,2020 and 2019 and Consolidated Balance Sheets at March 31,2020 
and 2019 The entity labeled "SWEPCO CORP" is total electric only since "SWEPCO CORP" has no 

1 gas or other utility operations 
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UNITED STATES 
SEC[FRIT]ES AND EXCHANGE COMMISSION 

WASHINGTON, D.C, 20549 
FORM 10-Q 

® QUARTERI.Y REPORT PURSUANT TO SECTION 13 OR 15(d) Ol- THE SCCURITIES EXCI-IANGE ACT Ol' 1934 
Fo, The Quartei ly Period Ended March 31, 2020 

0I 
E TRANSITION REPORT PURSUANT TO SECI'ION I 3 OR 15(d) OF Tl-Il SECURITIES EXE] IANGE ACT O! 1934 

Foi The Transition Pei iod Iioni to 

Commission 
File Number 

Registrants; 

Address and Telephone Number States of Incorporation 

I. R.S. Employer 

Identification Nos. 

l-3525 AMERICAN ELECTRIC POWER CO INC New York 13 4922640 
333-22]643 ARP TEXAS INC Delawaie 51-0007707 

333-217143 AEP TRANSMISSION COMPANY. LLC Delawaie 46-1125168 
I-3457 APPALACI-IIAN POWER COMPANY Viiginia 54-0124790 
I-3570 INDIANA MICHIGAN POWER COMPANY Indiana 35-0410455 

I-6543 OHIO POWER COMPANY Ollie 31-4271000 
0-343 PUBLIC SERVICE COMPANY Or OKLAHOMA Oklahoma 73-0410895 
I-3146 SOUTHWESTERN ELECTRIC POWER COMPANY Delawate 72-0323455 

l Riveiside PI,7a. Columbus. Ohio 432 I 5-2373 
Telephone (6]4) 716-1000 

Securities registered pursuant to Section 12(b) of the Act: 

Registrant 

American Electric Powei Company Inc 
Amei ican Electnc Powet Company Inc 

Title of each class 

Cominon Stock. $6.50 pat value 
6 125% Corpoiate Units 

Trading Symbol 

AEP 
AEP PR B 

Name of Each Exchange on Which Registered 
New York Stock Exchange 
New Yoi k Stock Exchange 

Indicate by check matk whether the iegisttants ( 1) have filed al] repot Is requlied to be filed by Section 13 or 15(d) ofthe Secui ities Exchange Act of 1934 durmg the pieceding 
I 2 months (or fot such shot·tei pei-iod that the registi·ants wei-e icqimed to file such ieports). and (2) have been sub.icct to such filing iequitements for the past 90 days 

Yes Gl No D 

l,idicate by check matk whcthei the registi·ants have submitted electionically every Intetacti,e Data File reqim·ed to be subinttted 1)UIsuant to Rule 405 of Regulation S-T 
(§232 405 of this chapter) dw ing the piecedmg 12 inonths (or foi such shoitei penod that tlie tegist ants wete i equited to subimt such liles) 

Yes QD No U 

Indicate by check mai k whethet Amei ican Electrie Poww Coinpaiiy. Inc isa laige acceleiated filei· an accelciatcd filei. a non-accelcratcd filci. a smaller ieporting company. 
ot an emergmg guowth compmiy See the definitions of lalge acceleiated filer." 'acceleiated filei." "smallei· ieportmg company." and "emerging giowth company" m Rule 
I 2b-2 of the Exchange Act 

I,aige Accelerated filei ® Acceleiated filei E Non-acceleiated filci U 

Smalle; ieporting company U Emei ging growth company U 

Indicate by check mai k whether AEP Texas Inc . AEP Transmission Company. LLC. Appalachian Powet Company, Indiana Michigan Power Company. Ohio Powe: Company. 
Public Service Company oi Oklahoma and Southwesterti Electt-ic Powei Company aie large accelexated filei s, accelerated fileis. non-accelerated filei:. smaltet reporting 
compamcs, or emeiging growth coinpanies See the definitions of "laige acceleiatcd file:." "acceleiated filei," "smallei ieporting company." and "eineigmg giowth company ' 
iii Rule 12b-2 of the Exchange Act 

Large Accelerated filei E) Accelerated filei I) Non-accelerated filei· Ml 

Sniallet ieporting company 3 Emetgtng giowth company U 

If an emeiging gtowth coinpany. indicate by check maik ifthe leglstlants have elected not to use the extended ttansition pei iod for complying witli any new oi t evised financial 
accountmg standards piovided p,11-suant to Section l 3(a) of the Exchange Act 

Cl 

Indicate by check maik whethei the registrants aie shell coinpanies (as defitied m Ride 12 b-2 of' the Ekchange Act) Yes U No % 

APP Texas Inc . AEP Iiansmission Compatiy, I.LC, Appalachian 1>owei Coinpany. Indiana Michigan Powei Company, Ohio Powei Company, Public Seivice Coinpany of 
Oklahoma and Southwestetn E]ectnc Power Coinpany meet the conditions set forth 111 Genei·a] Instruction H( l)(a) and (b) of Fomi I 0-Q amd ate therefoie filing this Forn 10-Q 
with the ieduced disclostne format specified in General Instruction H(2) to Form IO-Q 
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Numberofshares 
of common stock 
outstanding of the 
Registrants as of 

1Vlay 6,2020 

American Electric Power Company, Inc. 495,583,133 
($6.50 par value) 

AEP Texas Inc. 100 
($0.01 par value) 

AEP Transmission Company, LLC (a) NA 

Appalachian Power Company 13,499,500 
(no par value) 

Indiana Michigan Power Company 1,400,000 
(no par value) 

Ohio Power Company 27,952,473 
(no par value) 

Public Service Company ofOklahoma 9,013,000 
($15 par value) 

Southwestern Electric Power Company 7,536,640 
($18 par value) 

(a) 100% interest is held by AEP Transmission Holding Company, LLC, a wholly-owned subsidiary of American Electric Power 
Company, Inc. 

NA Not applicable. 
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AMERICAN ELECTRIC POWER COMPANY, INC. AND SUBSIDIARY COMPANIES 
INDEX OF QUARTERLY REPORTS ON FORM 10-Q 

March 31,2020 

Page 
Number 

Glossary ofTerms i 

Forward-Looking Information v 

Part [ FINANCIAL INFORMATION 

Items 1,2,3 and 4 - Financial Statements, Management's Discussion and Analysis of Financial Condition and 
Results of Operations, Quantitative and Qualitative Disclosures About Market Risk, and Controls and 
Procedures 

American Electric Power Company, Inc. and Subsidiary Companies: 
Management's Discussion and Analysis of Financial Condition and Results of Operations 1 
Condensed Consolidated Financial Statements 39 

AEP Texas Inc. and Subsidiaries: 
Management's Narrative Discussion and Analysis of Results of Operations 46 
Condensed Consolidated Financial Statements 48 

AEP Transmission Company, LLC and Subsidiaries: 
Management's Narrative Discussion and Analysis of Results of Operations 55 
Condensed Consolidated Financial Statements 57 

Appalachian Power Company and Subsidiaries: 
Management's Narrative Discussion and Analysis of Results of Operations 63 
Condensed Consolidated Financial Statements 66 

Indiana Michigan Power Company and Subsidiaries: 
Management's Narrative Discussion and Analysis of Results o f Operations 73 
Condensed Consolidated Financial Statements 76 

Ohio Power Company and Subsidiaries: 
Management's Narrative Discussion and Analysis of Results of Operations 83 
Condensed Consolidated Financial Statements 86 

Public Service Company of Oklahoma: 
Management's Narrative Discussion and Analysis of Results of Operations 93 
Condensed Financial Statements 95 

Southwestern Electric Power Company Consolidated: 
Management's Narrative Discussion and Analysis of Results ofOperations 102 
Condensed Consolidated Financial Statements 104 

Index of Condensed Notes to Condensed Financial Statements ofRegistrants 110 

Controls and Procedures 179 
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Part II. OTHER INFORMATION 

Item 1. Legal Proceedings 180 
Item IA. Risk Factors 180 
Item 2. Unregistered Sales of Equity Securities and Use of Proceeds 180 
Item 3. Defaults Upon Senior Securities 180 
Item 4. Mine Safety Disclosures 180 
Item 5. Other Information 181 
Item 6. Exhibits 181 

SIGNATURE 182 

l'his combined Form 10-Q is separately filed by American Electric Power Company. Inc., AEP Texas Inc., AEP Transmission Company, 
LLC. Appalachian Power Company, Indiana Michigan Power Company, Ohio Power Company, Public Service Company of Oklahoma and 
Southwestern Electric Power Company. Information contained herein relating to any individual registrant is filed by such registrant on its 
own behalf. Each registrant makes no representation as to information relating to the other registrants, 

Sponsored By. Michael Baird 

4631 



Schedule J-2 (1 Q - 2020 AEP Form 10-Q) 
Page 5 of 351 

GLOSSARY OF TERMS 

When the following terms and abbreviations appear in the text of this report, they have the meanings indicated below. 

Term 

AEGCo 
AEP 

AEP Credit 

AEP System 
AEP Texas 
AEP Transmission Holdco 
AEP Wind Holdings LLC 

AEPRO 
AEPSC 

AEPTCo 

AEPTCo Parent 

AFUDC 
AGR 

AMI 
AOCI 
APCo 
Appalachian Consumer Rate 

Relief Funding 

APSC 
ARAM 

ARO 
ASU 
CAA 
Cardinal Operating Company 

C~2 
Cook Plant 
COVID-19 

CSAPR 
CWA 
CWIP 
DCC Fuel 

DHLC 

Meaning 

AEP Generating Company, an AEP electric utility subsidiary. 
American Electric Power Company, Inc.. an investor-owned electric public utility holding company 

which includes American Electric Power Company. Inc (Parent) and majority owned consolidated 
subsidiaries and consolidated affiliates. 

AEP Credit, Inc., a consolidated VIE of AEP which securitizes accounts receivable and accrued utility 
revenues for affiliated electric utility companies. 

American Electric Power System. an electric system. owned and operated by AEP subsidiaries. 
AEP Texas Inc., an AEP electric utility subsidiary. 
AEP Transmission Holding Company. LLC. a wholly-owned subsidiary ofAEP. 
Acquired in April 2019 as Sempra Renewables LLC, develops. owns and operates, or holds interests 

in, wind generation facilities in the United States. 
AEP River Operations. LLC. a commercial barge operation sold in November 2015. 
American Electric Power Service Corporation, an AEP service subsidiary providing management and 

professional services to AEP and its subsidiaries. 
AEP Transmission Company. LLC, a wholly-owned subsidiary of AEP Transmission Holdco, is an 

intermediate holding company that owns the State Transcos. 
AEP Transmission Company, LLC, the holding company of the State Transcos within the AEPTCo 

consolidation. 
Allowance for Equity Funds Used During Construction. 
AEP Generation Resources Inc., a competitive AEP subsidiary in the Generation & Marketing 

segment. 
Advanced Metering Infrastructure. 
Accumulated Other Comprehensive Income. 
Appalachian Power Company. an AEP electric utility subsidiary. 
Appalachian Consumer Rate Relief Funding LLC, a wholly-owned subsidiary of APCo and a 

consolidated VIE formed for the purpose of issuing and servicing securitization bonds related to 
the under-recovered ENEC del'erral balance. 

Arkansas Public Service Commission. 
Average Rate Assumption Method, an IRS approved method used to calculate the reversal of Excess 

ADIT for rate-making purposes. 
Asset Retirement Obligations. 
Accounting Standards Update. 
Clean Air Act. 
A jointly-owned organization between AGR and a nonaffiliate. The nonaffiliate operates the three unit 

Cardinal Plant and wholly-owns Units 2 and 3. 
Carbon dioxide and other greenhouse gases. 
Donald C. Cook Nuclear Plant, a two-unit, 2,288 MW nuclear plant owned by I&M. 
Col·onavirus 2019. a highly infectious respiratory disease. In March 2020. the World Health 

Organization declared COVID- 19a worldwide pandemic. 
Cross-State Air Pollution Rule. 
Clean Water Act. 
Construction Work in Progress. 
DCC Fuel IX, DCC Fuel X. DCC Fuel XI. DCC Fuel XII. DCC Fuel XIII, and DCC Fuel XIV, 

consolidated V]Es formed for the purpose of acquiring. owning and leasing nuclear fuel to 1&M. 
Dolet Hills Lignite Company, LLC, a wholly-owned lignite mining subsidiary of SWEPCo. 
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Meaning term 

D[R Distribution Investment Rider. 
EIS Energy Insurance Services, lnc., a nonaffiliated captive insurance company and consolidated VIE of 

AEP. 
ENEC 
Energy Supply 

Equity Units 
ERCOT 
ESP 

Expanded Net Energy Cost 
AEP Energy Supply LLC, a nonregulated holding company for AEP's competitive generation, 

wholesale and retail businesses, and a wholly-owned subsidiary of AEP 
AEP's Equity Units issued in March 2019 
Electric Reliability Council ofTexas regional transmission organization. 
Electric Secunty Plans, a PUCO requirenient foi- electric utilities to adiust their rates by filing with the 

ETT 
PUCO 

Electric Transmission Texas, LLC, an equity interest joint venture between AEP Transmission Holdco 
and Berkshire Hathaway Energy Company formed to own and operate electric transmission 
facilities in ERCOT. 

Excess ADIT 
FASB 
Federal EPA 
FERC 
FGD 
FIP 
F'rR 

GAAP 
Global Settlement 

Excess accumulated deferred income taxes 
Financial Accounting Standards Board. 
United States Environmental Protection Agency 
Federal Energy Regulatory Commission 
Flue Gas Desulfurization or scrubbers. 
Federal Implementation Plan. 
Financial Transmission Right, a financial instrument that entities the holder to receive compensation 

for certain congestion-related transmission charges that arise when the power grid is congested 
resulting iii differences in Iocational prices. 

Accounting Principles Generally Accepted in the United States of America. 
In February 2017, the PUCO approved a settlement agreement filed by OPCo iii December 2016 which 

resolved all remaining open issues on remand from the Supreme Court of Ohio in OPCo's 2009 -
201 I and .June 2012 - May 2015 ESP filings It also resolved all open issues in OPCo's 2009,2014 
and 2015 SEET filings and 2009,2012 and 2013 Fuel Ad.iustnient Clause Audits. 

1&M Indiana Michigan Power Company, an AEP electric utility subsidiary. 
IRS Internal Revenue Service 
1URC Indiana Utility Regulatory Commission. 
KGPCo Kingsport Power Company, an AEP electric utihty subsidiary 
KPCo Kentucky Power Company, an AEP electric utility subsidiary. 
KWh Kilowatt-hour 
LPSC Louisiana Public Service Commission 
MATS Mercury and Air Toxic Standards 
MISO Midcontinent Independent System Operator. 
MMBtu Million British Thermal Units. 
MPSC Michigan Public Service Commission. 
M'rM Mark-to-Market, 
MW Megawatt. 
MWh Megawatt-hour 
NAAQS National Ambient Air Quality Standards 
Nonutility Money Pool Centralized funding mechanism AEP uses to meet the short-term cash requirements of certain 

North Central Wind Energy 
nonutility subsidiaries 

A proposed joint PSO and SWEPCo proJect, which includes three Oklahoma wind facilities totaling 
Facilities approximately 1,485 MWs of wind generation. 

NO2 Nitrogen dioxide 
NO. Nitrogen oxide. 
NPDES National Pollutant Discharge Elimination System 
NSR New Source Review. 
OCC Corporation Commission ofthe State of Oklahoma 
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Term Meaning 

Ohio Phase-in-Recovery 
Funding 

Oklaunion Power Station 

OPCo 
OPEB 
OSS 
OTC 
OVEC 

Ohio Phase-in-Recovery Funding LLC, a wholly-owned subsidiary of OPCo and a consolidated VIE 
formed for the purpose of issuing and servicing securitization bonds related to phase-in recovery 
property. 

A single unit coal-fired generation plant totaling 650 MW located iii Vernon. Texas. The plant is 
jointly-owned by AEP Texas, PSO and certain nonaffiliated entities. 

Ohio Power Company, an AEP electric utility subsidiary. 
Other Poslretirement Benefits. 
Off-system Sales. 
Over-the-counter. 
Ohio Valley Electric Corporation, which is 43.47% owned by AEP. 

Parent 

PATH-WV 

PJM 
PM 
PPA 
PSO 
PTC 
PUCO 
PUCT 
Racine 

Reference Rate Reform 

American Electric Power Company, Inc.. the equity owner of AEP subsidiaries within the AEP 
consolidation. 

PATH West Virginia Transmission Company, LLC, a joint venture owned 50% by FirstEnergy and 
50% by AEP. 

Pennsylvania - New Jersey - Maryland regional transmission organization. 
Particulate Matter. 
Purchase Power and Sale Agreement. 
Public Service Company of Oklahoma, an AEP electric utility subsidiary. 
Production Tax Credits. 
Public Utilities Commission of Ohio. 
Public Utility Commission ofTexas. 
A generation plant consisting of two hydroelectric generating units totaling 48 MWs located in Racine, 

Ohio and owned by AGR. 
The global transition away from referencing the London Intct·bank Offered Rate and other interbank 

offered rates, and toward new reference rates that are more reliable and robust. 

Registrant Subsidiaries AEP subsidiaries which are SEC registrants: AEP Texas, AEPTCo, APCo, I&M, OPCo, PSO and 
SWEPCo. 

Registrants 
Restoration Funding 

Risk Management Contracts 

Rockport Plant 

SEC registrants: AEP. AEP Texas. AEPTCo, APCo. 1&M. OPCo. PSO and SWEPCo. 
AEP Texas Restoration Funding LLC, a wholly-owned subsidiary of AEP Texas and a consolidated 

VIE formed for the purpose of issuing and servicing securitization bonds related to storm 
restoration in Texas primarily caused by Hurricane Harvey. 

Trading and non-trading derivatives. including those derivatives designated as cash flow and fair value 
hedges. 

A generation plant, consisting of two 1,310 MW coal-fired generating units near Rockport, Indiana. 
AEGCo and I&M jointly-own Unit 1. In 1989, AEGCo and I&M entered into a sale-and-leaseback 
transaction with Wilmington Trust Company, an unrelated, unconsolidated trustee for Rockport 
Plant, Unit 2. 

ROE 
RPM 
Rl'O 
Sabine 
Santa Rita East 

Sempra Renewables LLC 

SIP 
SNF 
S~2 
SPP 
SSO 

Return on Equity. 
Reliability Pricing Model. 
Regional Transmission Organization. responsible for moving electricity over large interstate areas. 
Sabine Mining Company, a lignite mining company that is a consolidated VIE for AEP and SWEPCo. 
Santa Rita lEast Wind Holdings. LLC, a consolidated VIE whose sole purpose is to own and operate a 

302.4 MW wind generation facility in west Texas in which AEP owns a 75% interest. 
Sempra Renewables LLC, acquired in April 2019, consists of 724 MWs of wind generation and 

battery assets in the United States. 
State Implementation Plan. 
Spent Nuclear Fuel. 
Sulfur dioxide. 
Southwest Power Pool regional transmission organization. 
Standard service offer. 
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Term Meaning 

State Transcos 

SWEPCo 
Tax Reform 

TCC 
Texas Restructuring Legislation 
Transition Funding 

Transource Energy 

'rurk Plant 
UPA 

AEPTCo's seven wholly-owned, FERC regulated, transmission only electric utilities, which are 
geographically aligned with AEP's existing utility operating companies. 

Southwestern IElectric Power Company, an AEP electric utility subsidiary. 
On December 22, 20175 President Trump signed into law legislation referred to as the "Tax Cuts and 

Jobs Act" (the TCJA). The TCJA includes significant changes to the Internal Revenue Code of 
1986, including a reduction in the corporate federal income tax rate from 35% to 21% effective 
January 1, 2018. 

Formerly AEP Texas Central Company, now a division ofAEP Texas. 
Legislation enacted in 1999 to restructure the electric utility industry in Texas. 
AEP Texas Central Transition Funding II LLC and AEP Texas Central Transition Funding III LLC, 

wholly-owned subsidiaries of TCC and consolidated VIEs formed for the purpose of issuing and 
servicing securitization bonds related to Texas Restructuring Legislation. 

Transource Energy, LLC, a consolidated VIE formed for the purpose of investing in utilities which 
develop, acquire, construct, own and operate transmission facilities in accordance with FERC-
approved rates. 

John W. Turk, Jr. Plant, a 600 MW coal-fired plant ill Arkansas that is 73% owned by SWEPCo. 
Unit Power Agreement. 

Utility Money Pool Centralized funding mechanism AEP uses to meet the short-term cash requirements of certain utility 
subsidiaries. 

VIE 
Virginia SCC 
Wind Catcher Project 

Wpco 
WVPSC 

Variable Interest Entity. 
Virginia State Corporation Commission. 
Wind Catcher Energy Connection Project, a joint PSO and SWEPCo project that was cancelled in July 

2018. The project included the acquisition of a wind generation facility, totaling approximately 
2,000 MW of wind generation, and the construction of a generation interconnection tie-line 
totaling approximately 350 miles. 

Wheeling Power Company, an AEP electric utility subsidiary. 
Public Service Commission of West Virginia. 

IV 
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FORWARD-LOOKING INFORMATION 

This report made by the Registrants contains forward-looking statements within the meaning of Section 21E of the Securities Exchange Act 
of 1934. Many forward-looking statements appear in "Item 7 - Management's Discussion and Analysis of Financial Condition and Results 
of Operations" of the 2019 Annual Report, but there are others throughout this document which may be identified by words such as "expect," 
-anticipate," -intend," "plan," "believe, will," "should," "could, would," .' project," "continue" and similar expressions, and include 
statements reflecting future results or guidance and statements of outlook. These matters are subject to risks and uncertainties that could 
cause actual results to difler materially from those projected. Forward-looking statements in this document are presented as ofthe date of this 
document. Except to the extent required by applicable law, management undertakes no obligation to update or revise any forward-looking 
statement. Among the factors that could cause actual results to differ materially from those in the forward-looking statements are: 

• Changes in economic conditions, electric market demand and demographic patterns in AEP service territories. 
• The impact of pandemics, including COVID-19, and any associated disruption of AEP's business operations due to impacts on 

economic or market conditions, electricity usage, employees, customers, service providers. vendors and suppliers. 
• Inflationary or deflationary interest rate trends. 
• Volatility in the financial markets, particularly developments affecting the availability or cost oicapital to finance new capital projects 

and i·etinance existing debt. 
• The availability and cost of funds to finance working capital and capital needs, particularly during periods when the time lag between 

incurring costs and recovery is long and the costs are material. 
• Decreased demand for electricity. 
• Weather conditions, including storms and drought conditions, and the ability to recover significant storm restoration costs. 

The cost of fuel and its transportation, the creditworthiness and performance of fuel suppliers and transporters and the cost of storing 
and disposing of used fuel, including coal ash and SNF. 

• The availability of fuel and necessary generation capacity and the performance of generation plants. 
The ability to recover fuel and other energy costs through regulated or competitive electric rates. 

• The ability to build or acquire renewable generation, transmission lines and facilities (including the ability to obtain any necessary 
regulatory approvals and permits) when needed at acceptable prices and terms and to recover those costs. 

• New legislation, litigation and government regulation, including oversight of nuclear generation, energy commodity ti·ading and new or 
heightened requirements for reduced emissions of sulfur, nitrogen, mercury, carbon. soot or PM and other substances that could impact 
the continued operation. cost recovery and/or profitability ofgeneration plants and related assets. 

• Evolving public perception of the risks associated with fuels used before, during and after the generation of electricity, including coal 
ash and nuclear fuel. 

• Timing and resolution of pending and future rate cases, negotiations and other regulatory decisions, including rate or other recovery of 
new investments in generation, distribution and transmission service and environmental compliance. 

• Resolution of litigation. 
The ability to constrain operation and maintenance costs. 

• Prices and demand for power generated and sold at wholesale. 
Changes in technology. particularly with respect to energy storage and new, developing. alternative or distributed sources of 
generation. 

• The ability to recover through rates any remaining unrecovered investment in generation units that may be retired before the end oj 
their previously projected useful lives. 

• Volatility and changes in markets for coal and other energy-related commodities. particularly changes in the price of natural gas. 
· Changes in utility regulation and the allocation of costs within RTOs including ERCOT, PJM and SPP. 

Changes in the creditworthiness of the counterparlies with contractual arrangements, including participants in the energy trading 
m arket. 
Actions of rating agencies, including changes in the ratings of debt. 
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• The impact of volatility in the capital markets on the value of the investments held by the pension, OPEB, captive insurance entity and 
nuclear decommissioning trust and the impact of such volatility on future funding requirements. 

• Accounting standards periodically issued by accounting standard-setting bodies. 
• Other risks and unforeseen events, including wars, the effects of terrorism (including increased security costs), embargoes, naturally 

occurring and human-caused fires, cyber security threats and other catastrophic events. 
• The ability to attract and retain the requisite work force and key personnel. 

The forward-looking statements of the Registrants speak only as of the date of this report or as of the date they are made. The Registrants 
expressly disclaim any obligation to update any forward-looking information. For a more detailed discussion of these factors, see "Risk 
Factors" in Part ] of the 2019 Annual Report and in Part Il ofthis report. 

Investors should note that the Registi·ants announce material financial information in SEC filings, press releases and public conference calls. 
Based on guidance from the SEC, the Registrants may use the Investors section of AEP's website (www.aep.com) to communicate with 
investors about the Registrants. It is possible that the linaneial and other information posted there could be deemed to be material 
information. The information on AEP's website is not part of this report. 
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AMERICAN ELECTRIC POWER COMPANY, INC. AND SUBSIDIARY COMPANIES 
MANAGEMENT'S DISCUSSION AND ANALYSIS OF FINANCIAL CONDITION AND 

RESULTS OF OPERATIONS 

EXECUTIVE OVERVIEW 

COVID-19 

In March 2020, COVID-19 was declared a pandemic by the World Health Organization and the Centers fur Disease Control and Prevention. 
Its rapid spread around the world and throughout the United States prompted many countries, including the United States, to institute 
restrictions on travel, public gatherings and certain business operations. These restrictions significantly disrupted economic activity in AEP's 
service territory and could reduce future demand for energy, particularly from commercial and industrial customers. As of March 31,2020, 
the reduction in the demand for energy did not materially impact the Registrants' financial statements. However, if the severity of the 
economic dist'uptions increase as the duration of the COVID- I 9 pandemic continues, the negative financial impact due to reduced demand 
could be significantly greater in future periods than in the first quarter. 

AEP's electric utility operating companies in formed both retail customers and state regulators that disconnections for non-payment have been 
temporarily suspended. These uncertain economic conditions may result in the inability of customers to pay for electric service, which could 
ajTect the collectability of the Registrants' revenues and adversely affect financial results. The Registrants are evaluating and working with 
their state regulatory commissions on potential rate recovery mechanisms lot· increased costs incurred due to COVID-19. Certain Registrants 
received orders approving the deferral oicertain incremental expenses associated with COVID-19. See Note 4 - Rate Matters toi· additional 
information. The Registrants have not observed a material change in their typical collections experience and thus did not materially adjust 
their allowances for uncollectible accounts as oiMarch 31,2020. 

The effects of the continued outbreak ol COVID-19 and related government responses could also include extended disruptions to supply 
chains and capital markets, reduced labor availability and a prolonged reduction in economic activity. These effects could have a variety of 
adverse impacts to the Registrants, including their ability to operate their facilities. As of March 31. 2020, there were no material adverse 
impacts to the Registrants' operations due to COVID-19. 

In addition, the economic disruptions caused by COVID-19 could also adversely impact the impairment risks for certain long-lived assets, 
equity method investments and goodwill. AEP evaluated these impairment considerations and determined that no such impairments occurred 
as of March 31.2020. 

During the first quarter of 2020. AEP increased its liquidity position to mitigate the risk of market volatility due to COVID-19. The 
Registrants' access to funding was limited for a period of time during the first quarter and therefore AIZP entered into a 364-day term loan to 
reduce reliance on commercial paper and help mitigate potential future liquidity risks. Specifically, lor the first three months of 2020, AEP 
issued approximately $1.4 billion in long-term debt and $1.6 billion in shot't-term debt primarily via a 364-day term loan to enhance the 
Registrants' available liquidity. As of March 31, 2020. AEP's available liquidity is $2.8 billion. Management believes the Registrants have 
adequate liquidity under existing credit facilities. To the extent that future access to the capital markets or the cost of funding is adversely 
affected by COVID-19, the Registrants may need to consider alternative sources of funding for operations and working capital, which may 
adversely impact future results of operations, financial condition. and cash flows. 
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The effects of an extended disruption to the supply chains could disrupt or delay construction. testing. supervisory and support activities at 
renewable generation facilities, in particular, the North Central Wind Energy Facilities and the AEP Generation & Marketing segment's Flat 
Ridge 3 wind pro.iect. The in-service dates for the North Central Wind Energy Facilities are scheduled for end of year 2020 for one project, 
and end of year 202 I for the remaining two projects. Under the terms of the Purchase and Sales Agreement, PSO and SWEPCo do not have 
an obligation to acquire the North Central Wind Energy Facility projects if the projects are not completed by the required in-service dates. 
The in-service date for the Flat Ridge 3 wind project is scheduled for end ofthe year 2020. As of March 31,2020, there has been no material 
adverse impacts to either the North Central Wind Energy Facility or the Flat Ridge 3 project. AEP currently expects the construction projects 
to be delivered on-time in accordance with the agreements with the developers. However, depending on the longevity and ultimate impact ot 
COVID-19, future delays in the construction of AEP's renewable assets could occur which could impact the current construction schedule, 
budget, and the qualification for federal PTC. AEP is working with industry groups on potential legislative and administrative relief for a 
PTC continuity safe harbor extension due to the ongoing impacts of COVID-19. 

In March 2020, President Trump signed into law legislation referred to as the "Col·onavirus Aid, Relief, and Economic Security Act" (the 
CARES Act). The CARES Act includes tax relief provisions such as: (a) an Alternative Minimum Tax (AMD Credit Refund, (b) a 5-year net 
operating losses (NOL) carryback from years 2018-2020 and (c) delayed payment oi employer payroll taxes. As of March 31,2020, AEP has 
a $20 million AMT credit refund recognized in anticipation of a refund from the U.S. Treasury. Management is evaluating the ability to 
recover taxes paid in 2014 under the 5-year NOL carryback provision. The Registrants currently expect to defer payments of the employer 
share of payroll taxes for the period March 27,2020 through December 31,2020 and pay 50% ofthe obligation by December 31,2021 and 
the remaining 50% by December 31,2022. 

The Registrants are taking steps to mitigate the potential risks to customers, suppliers and employees posed by the spread oi'COVID-19. The 
Registrants have updated and implemented a company-wide pandemic plan to address specific aspects of the COVID-19. This plan guides 
emergency response. business continuity, and the precautionary measures AEP is taking on behalf of its employees and the public. The 
Registrants have taken extra precautions for employees who work in the field and for employees who work in their facilities, and have 
implemented work from home policies where appropriate. The Registrants will continue to monitor developments affecting both their 
workforce and customers, and will take additional precautions that management determines are necessary in order to mitigate the impacts. 
AEP continues to focus on providing safe, uninterrupted service to its customers, which includes the implementation of strong physical and 
cyber-security measures to ensure that its systems remain functional with a partially remote workforce. As of March 31,2020, there has been 
no material adverse impact to the Registrants' business operations and customer service due to remote work. Management wi[1 continue to 
review and modify plans as conditions change. Despite efforts to manage these impacts to the Registrants, the ultimate impact of COVID-19 
also depends on factors beyond management's knowledge or control, including the duration and severity of this outbreak as well as third-
party actions taken to contain its spread and mitigate its public health effects. Therefore, management cannot estimate the potential future 
impact to financial position, results ofoperations and cash tlows, but the impacts could be material. 

Customer Demand 

AEP's weather-normalized retail sales volumes for the first quarter of 2020 decreased by 0.7% from the first quarter of 2019. AEP's first 
quarter 2020 industrial sales volumes decreased by 0.7% compared to the first quartei· of 2019. The decline in industrial sales was spread 
across many industries. Weather-normalized residential sales decreased 1.2% while weather-normalized commercial sales were flat in the 
first quarter of2020. from the first quarter of2019. 

Many businesses were forced to limit or reduce their operations in response to the COV ID- 19 outbreak over the last two weeks of the first 
quarter of 2020. While there is uncertainty regarding the duration and total impact that COVID-19 will have on AEP's retail sales in 2020, 
AEP expects COVID-19 to have a larger impact in the second quaiter of 2020 than it had in the first quarter. 
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As a result of the impact of COVID-19, AEP revised its forecast for 2020 weather-normalized retail sales volumes from the forecast 
presented in the 2019 10-K. In 2020, AEP currently anticipates weather-normalized retail sales volumes will decrease by 3.4%. AEP expects 
industrial class sales volumes to decrease by 8% in 2020, while weather-normalized residential sales volumes are projected to increase by 
3%. Finally, AEP currently projects weather-normalized commercial sales volumes to decrease by 5.6%. 
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(a) Percentage change for the year ended Decembei 31,2019 as compared to the year ended Decembei 31, 20 I 8 
(b) Aspresented m the 2019 AEP IO-K Forecasted percentage change for the year ended December 31,2020 compared to the year ended December 31,2019 
(c) Revised for the impact of COVID- 19 Forecasted percentage change for the year ended Dccembei 31,2020 compared to the year ended December 31,2019 

Regulatory Matters 

AEP's public utility subsidiaries are involved in rate and regulatory proceedings at the FERC and their state commissions. Depending on the 
outcomes, these 1·ate and regulatory proceedings can have a material impact on results of operations, cash flows and possibly financial 
condition. AEP is currently involved in the following key proceedings. See Note 4 - Rate Matters for additional information. 

• 2019 Indiana Base Ram Case - \ n May 20 \ 9 , \& M filed a request with the IURC for a $ 172 million annual increase based upon a 
proposed IO.5% return on common equity. In March 2020, the IURC issued an order authorizing a $77 million annual base rate 
increase based upon a return on common equity of 9.7% eflbctive March 2020. This increase will be phased in through January 2021 
with an approximate $44 million annual increase in base rates effective March 2020 and the full $77 million annual increase effective 
January 2021. The order rejected 1&M's proposed re-allocation ol' capacity costs related to the loss ofa significant FERC wholesale 
contract, which will negatively impact 1&M's annual pretax earnings by approximately $20 million starting .June 2020. The IURC 
also rejected I&M's proposed AMI meter rider. In March 2020,1&M filed for rehearing as a result of the IURC's ruling to re.iect 
1&M's proposed re-allocation of capacity costs. Intervenors subsequently filed obiections to 1&M's appeal. In April 2020, 1&M filed 
a reply to these objections on rehearing and appealed the IURCs order. 

• 20/7-20/9 Virginia Triennial Review - In March 2020, APCo submitted its 2017-2019 Virginia triennia] earnings review filing and 
base rate case with the Virginia SCC as required by state law. APCo requested a $65 million annual increase based upon a proposed 
9.9% return on common equity. Triennial reviews are subject to an earnings test, which provides that 70% of any earnings iii excess 
of 70 basis points above APCo's Virginia SCC authorized ROE would be refunded to customers. In such case, the Virginia SCC 
could also lower APCo's Virginia retail base rates on a prospective basis. Virginia law provides that costs associated 
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with asset im pairmeiits of retired coal generation assets, or automated meters, or both, which a utility records as an expense, shall be 
attributed to the test periods under review in a triennial review proceeding, and be deemed recovered. Based on management's 
interpretation of Virginia law and more certainty regarding APCo's triennial revenues, expenses and resulting earnings upon reaching 
the end of the three-year review period, APCo recorded a pretax expense of $93 million related to its previously retired coal-fired 
generation assets in December 2019. As a result. management deems these costs to be substantially recovered by APCo during the 
triennial review period. Inclusive of the $93 million expense associated with APCo's Virginia jurisdictional retired coal-fired plants. 
APCo estimates its Virginia earnings for the triennial period to be below the authorized ROE range. 

• 2012 Texas Base Rate Case - \ n 2012 . SWEPCo filed a request with the PUCT to increase annual base rates primarily due to the 
completion of the Turk Plant. In 2013, the PUCT issued an order affirming the prudence of the Turk Plant. In July 2018, the Texas 
Third Court of' Appeals reversed the PUCT's .judgment aflirming the prudence of the Turk Plant and remanded the issue back to the 
PUCT. In January 2019, SWEPCo and the PUCT filed petitions for review with the Texas Supreme Court. In the fourth quarter of 
2019 and first quarter of 2020, SWEPCo and various intervenors filed briefs with the Texas Supreme Court. As of March 31, 2020, 
the net book value of Turk Plant was $1.5 billion, before cost of removal, including materials and supplies inventory and CWIP. 
SWEPCos Texas .jurisdictional share ofthe Turk Plant investment is approximately 33%. 

In July 2019, clean energy legislation which offers incentives for power-generating facilities with zero or reduced carbon emissions 
was signed into law by the Ohio Governor. The clean energy legislation phases out current energy efficiency including lost shared 
savings revenues of $26 million annually and renewable mandates no later than 2020 and after 2026, respectively. The bill provides 
for the recovery of existing renewable energy contracts on a bypassable basis through 2032. The clean energy legislation also 
includes a provision for recovery of OVEC costs through 2030 which will be allocated to all electric distribution utilities on a non-
bypassable basis. OPCo's inter-Company Power Agreement for OVEC terminates in June 2040. To the extent that OPCo is unable to 
recover the costs of renewable energy contracts on a bypassable basis by the end of 2032, recover costs of OVEC after 2030 or fully 
recover energy efficiency costs through 2020 it could reduce future net income and cash flows and impact financial condition. 

In April 2020, the Virginia Clean Economy Act was signed into law by the Virginia Governor. The law will become effective July 
2020 and includes requirements for Virginia electric utilities to: (a) retire no later than 2045 all electric generating units located in 
Virginia that emit carbon as a by-product, (b) produce 100% of the company's power to serve Virginia customers from renewable 
sources by 2050 with increasing percentages of mandatory renewable energy sources each year and (c) achieve increasing annual 
energy efficiency savings from 2022-2025 using 2019 as the base year. This law also provides that if the Virginia SCC finds in any 
triennia] review that revenue reductions related to energy efficiency programs approved and deployed since the utility's previous 
triennial review have caused the utility to earn more than 70 basis points below its authorized rate of return. the Virginia SCC shall 
order increases to the utility's rates necessary to recover such revenue reductions. If any of these costs are not recoverable, it could 
reduce future net income and cash flows and impact financial condition. 

Utility Rates and Rate Proceedings 

The Registrants file rate cases with their regulatory commissions in order to establish fair and appropriate electric service rates to recover 
their costs and earn a fair return on their investments. The outcomes of these regulatory proceedings impact the Registrants' current and 
future results of operations, cash flows and financial position. 
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The following tables show the Registrants' completed and pending base rate case proceedings in 2020. See Note 4 - Rate Matters for 
additional information. 

Completed Base Rate Case Proceedings 

Approved Revenue Approved New Rates 
Company Jurisdiction Requirement Increase (Decrease) , ROE Effective 

(in millions) 
1&M Indiana $ 77.4 (a) 9.7% March 2020 

AEP Texas Texas (40.0) (b) 9.4% June 2020 

(a) This increase will be phased in through January 2021 with an approximate $44 million annual increase in base rates effective 
March 2020 and the full $77 million annual increase effective January 2021. In March 2020, I&M filed for rehearing as a result of 
the IURC's ruling to reject 1&M's proposed re-allocation of capacity costs. 

(b) In April 2020, the PUCT issued an order approving the stipulation and settlement agreement with a capital structure of 57.5% debt 
and 42.5% common equity effective with the first billing cycle in June 2020. 

Pendin£ Base Rate Case Proceedinizs 

Commission Staff/ 
Filing Requested Revenue Requested Intervenor Range of 

Company Jurisdiction Date Requirement Increase ROE Recommended ROE 
(in millions) 

APCo Virginia March 2020 $ 64.9 9.9% (a) 

(a) Commission Staff/Intervenor direct testimony to be filed by August 2020. 

Renewable Generation 

The growth of AEP's renewable generation portfolio reflects the company's strategy to diversify generation resources to provide clean energy 
options to customers that meet both their energy and capacity needs. 

Contracted Renewable Generation Facilities 

AEP continues to develop its renewable portfolio within the Generation & Marketing segment. Activities include working directly with 
wholesale and large retail customers to provide tailored solutions based upon market knowledge, technology innovations and deal structuring 
which may include distributed solar, wind, combined heat and power, energy storage, waste heat recovery, energy eliiciency, peaking 
generation and other forms of cost reducing energy technologies. The Generation & Marketing segment also develops and/or acquires large 
scale renewable generation projects that are backed with long-term contracts with creditworthy counterparties. 

As of March 31,2020, subsidiaries within AEP's Generation & Marketing segment had approximately I,423 MWs of contracted renewable 
generation projects in-service. In addition, 'as of March 3 I, 2020, these subsidiaries had approximately 160 MWs of renewable generation 
projects under construction with total estimated capital costs of $235 million related to these projects. 

Regulated Renewable Generation Facilities 

In July 2019, PSO and SWEPCo submitted filings before their respective commissions for the approval to acquire the North Central Wind 
Energy Facilities, comprised of three Oklahoma wind facilities totaling 1,485 MWs, on a fixed cost turn-key basis at completion. Subject to 
regulatory approval, PSO will own 45.5% and SWEPCo will own 54.5% of the project, which will cost approximately $2 billion. Two wind 
facilities, totaling 1,286 MWs, would qualify for 80% of the federal PTC with year-end 2021 in-service dates. The third wind facility (199 
MWs) would quali fy for 100% of the PTC with a year-end 2020 in-service date. The acquisition can be scaled, subject to commercial 
limitation, 
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to align with individual state resource needs and approvals. In December 2019, PSO reached a joint stipulation and settlement agreement with 
the OCC, Oklahoma Attorney General's office and customer groups; the PSO agreement was approved by the Oklahoma Commission in 
February 2020. In .January 2020, SWEPCo reached a.joint settlement agieement with the APSC, Ai·kansas Attorney Genei·al's office and 
Walmart Inc. Hearings in the Texas proceeding took place in February 2020. In April 2020, SWEPCo reached a joint settlement agreement 
with Louisiana Staff, Walmart, Inc. and the Alliance for Atlbrciable Energy. In May 2020, the Arkansas Commission approved the settlement 
agreement as filed. with the exception that SWEPCo use its formula rate rider to recover its costs rather than the requested rider. SWEPCo is 
seeking regulatory approvals by July 2020. 

Hydroelectric Generation 

Evaluating Sale of Hydroelectric Generation 

In March 2020, management placed 10 hydroelectric generation plants under study for a potential sale. The table below shows the net book 
value of each plant, including CWIP and materials and supplies, before cost ofremoval of the plants included in the study. 

Net Book Value as of March 31, Net Maximum Year Plant or First tjnit 
Owner Plant Name Units State 2020 Capacity (MWs) Commissioned 

(in millions) 
AGR Racine 2 OH $ 43.2 48 1982 
APCo London 3 WV 96 14 1935 
APCo Marmet 3 WV 110 14 1935 
APCo Winfield 3 WV 13 9 15 1938 
I&M Berrien Springs 12 MI 7.7 6 1908 
1&M Buchanan 10 Mi 5 1 3 1919 
I&M Constantine 4 MI 2 6 1 1921 
1&M Elkhart 3 IN 5.5 3 1913 
I&M Mottville 4 MI 2.9 2 1923 
1&M Twin Branch Hydro 8 IN 71 5 1904 

Total $ 108.6 111 

If management decides to proceed with the sale of these plants. FERC approval would be required. In addition, for all plants, except for 
Racine, state commission approval would be required. Management currently estimates that any potential sale of these plants would not be 
completed until late 2020 at the earliest. There is no assui-ance that management will be able to sell any of' these plants. 

Dolet Hills Power Station and Related Fuel Operations 

During the second quarter of 2019, the Dolet Hills Power Station initiated a seasonal operating schedule. In January 2020. in accordance With 
the terms of SWEPCo's settlement of its base rate review filed with the APSC. management announced that SWEPCo will seek regulatory 
approval to retire the Dolet Hills Power Station by the end of 2026. DHLC provides 100% ofthe fuel supply to Dolel Hills Power Station. In 
March 2020, it was determined that DHLC would not proceed developing additional mining areas for future Iignite extraction and 
management notified a substantial portion of its workforce that employment will permanently end in June 2020. Based on these actions, 
management has revised the estimated useful life of many of DHLC's assets to June 2020 to coincide with the date at which extraction is 
expected to be discontinued. Management also revised the useful life of the Dolet Hills Power Station to Septembei· 2021 based on the 
remaining estimated fuel supply available for continued seasonal operation. In March 2020, primarily due to the revision in the useful life of 
DHLC. SWEPCo recorded a revision to increase estimated ARO liabilities by $21 million. In April 2020, SWEPCo and CLECO jointly filed 
a notification letter to the LPSC providing notice of the pending cessation oflignite mining in June 2020. 

The Dolet Hills Power Station costs are recoverable by SWEPCo through base rates. SWEPCo's share of the net investment in the Dolet Hills 
Power Station is $151 million, including CWIP and materials and supplies. before cost ofremoval. 
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Fuel costs incurred by the Dolet Hills Power Station are recoverable by SWEPCo through active fuel clauses. Under the Lignite Mining 
Agreement, DHLC bills SWEPCo its proportionate share of incurred lignite extraction and associated mining-related costs as fuel is 
delivered. As of March 31, 2020, DHLC has unbilled lignite inventory and fixed costs of $124 million that will be billed to SWEPCo prior to 
the closure of the Dolet Hills Power Station. In 2009. SWEPCo acquired interests in the Oxbow Lignite Company (Oxbow), which owns 
mineral rights and leases land. Under a Joint Operating Agreement pertaining to the Oxbow mineral rights and land leases, Oxbow bills 
SWEPCo its proportionate share of incurred costs. As of March 31,2020, Oxbow has unbilled fixed costs of $26 million that will be billed to 
SWEPCo prior to the closure of the Dolet Hills Power Station. Additional operational and land-related costs are expected to be incurred by 
DHLC and Oxbow and billed to SWEPCo prior to the closure of the Dolet Hills Power Station and recovered through fuel clauses. 

If any of these costs are not recoverable, it could reduce future net income and cash flows and impact financial condition. 

FERC Transmission ROE Methodology 

In November 2019, the FERC issued Opinion No. 569, which adopted a revised methodology for determining whether an existing base ROE 
is just and reasonable under Federal Power Act and determined the base ROE for MISO's transmission-owning members should be reduced 
to 9.88% (10.38% inclusive of RTO incentive adder of 0.5%). The revised ROE methodology relies on two financial models, which include 
the discounted cash flow model and the capital asset pricing model, to establish a composite zone of reasonableness. In December 2019, AEP 
filed multiple requests for rehearing and participated in filing comments and requests for rehearing on behalf of transmission owners and 
industry organizations. Management believes FERC Opinion No. 569 reverses the expectation ofa four-model framework proposed by FERC 
in 2018 and vetted widely in FERC 2019 Notice of Inquiry regarding base ROE policy. Management does not believe this ruling will have a 
material impact on financial results for its MISO transmission owning subsidiaries. In the second quarter of 2019, FERC approved settlement 
agreements establishing base ROEs of 9.85% (10.35% inclusive of RTO incentive adder of 0.5%) and 10% (10.5% inclusive of RTO 
incentive adder of 0.5%) for AEP s PJM and SPP transmission-owning subsidiaries, respectively. In March 2020, as a follow-up to its 2019 
Notice of Inquiry regarding transmission incentives policy, FERC issued a Notice of Proposed Rulemaking and requested comments by July 
2020. AEP will file comments and monitor this proceeding. If FERC makes any changes to its ROE and incentive policies, they would be 
applied to AEPs PJM and SPP transmission owning subsidiaries on a prospective basis, and could affect future net income and cash tlows 
and impact financial condition. 

LITIGATION 

In the ordinary course of business, AEP is involved in employment, commercial, environmental and regulatory litigation. Since it is difficult 
to predict the outcome of these proceedings, management cannot predict the eventual resolution, timing or amount of any loss, fine or 
penalty. Management assesses the probability of loss for each contingency and accrues a liability for cases that have a probable likelihood of 
loss if the loss can be estimated. Adverse results in these proceedings have the potential to reduce future net income and cash flows and 
impact financial condition. See Note 4 - Rate Matters and Note 5 - Commitments, Guarantees and Contingencies for additional information. 

Rockport Plant Litigation 

In 2013, the Wilmington Tmst Company filed a complaint in the U.S. District Court for the Southern District of New York against AEGCo 
and 1&M alleging that it would be unlawfully burdened by the terms of the modified NSR consent decree after the Rockport Plant, Unit 2 
lease expiration in December 2022. The terms of the consent decree allow the installation of environmental emission control equipment, 
repowering, refueling or retirement of the unit. The plaintiffs seek a.judgment declaring that the defendants beached the lease, must satisfy 
obligations related to installation of emission control equipment and indemni6 the plaintiffs, The New York court granted a motion to 
transfer this case to the U.S. District Court for the Southern District of Ohio. 

AEGCo and 1&M sought and were granted dismissal by the U.S. District Court for the Southern District of Ohio of certain of the plaintiffs' 
claims, including claims for compensatory damages, breach of contract, breach of the implied covenant of good faith and fair dealing and 
indemnification of costs. Plaintiffs voluntarily dismissed the surviving 
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claims that AEGCo and 1&M failed to exercise prudent utility practices with prejudice, and the court issued a final judgment. The plaintiffs 
subsequently filed an appeal in the U.S. Court of Appeals for the SiAth Circuit. 

In 2017, the U.S. Court of Appeals for the Sixth Circuit issued an opinion and .judgment affirming the district court's dismissal ofthe owners' 
breach of good faith and fair dealing claim as duplicative of the breach of conti·act claims. reversing the district court's dismissal of the 
breach of contract claims and remanding the case for further proceedings. 

Thereafter, AEP filed a motion with the U.S. District Court for the Southern District of Ohio in the original NSR litigation, seeking to modify 
the consent decree. The district court granted the owners' unopposed motion to stay the lease litigation to afford time for resolution of AEP's 
motion to modify the consent decree. The consent decree was modified based on an agreement among the parties in July 2019. The district 
court entered a stay that expired in February 2020. Settlement negotiations are continuing, and the parties filed a.ioint proposed case schedule 
in February 2020. See ~Modification ofthe NSR Litigation Consent Decree" section below for additional information. 

Management will continue to defend against the claims. Given that the district court dismissed plaintiffs' claims seeking compensatory relief 
as premature, and that plaintiffs have yet to present a methodology for detennining or any analysis supporting any alleged damages, 
management cannot determine a range of potential losses that is reasonably possible of occurring. 

Patent infringement Complaint 

[n July 2019, Midwest Energy Emissions Corporation and MES Inc. (collectively, the plaintiffs) filed a patent infringement complaint against 
various parties, including AEP Texas, AGR, Cardinal Operating Company and SWEPCo (collectively, the AEP Defendants). The complaint 
alleges that the AEP Defendants infringed two patents owned by the plaintiffs by using specific processes for mercury control at certain coal-
fired generating stations. l'he complaint seeks injunctive relief and damages. Management will continue to defend against the claims. 
Management is unable to determine a range of potential losses that is reasonably possible of occurring. 

Claims Challenging Transition of American Electric Power System Retirement Plan to Cash Balance Formula 

The American Electric Power System Retirement Plan (the Plan) has received a letter written on behalf of four participants (the Claimants) 
making a claim for additional plan benefits and purporting to advance such claims on behalf ofa class. When the Plan's benefit formula was 
changed in the year 2000. AEP provided a special provision for employees hired before January 1,2001, allowing them to continue benefit 
accruals under the then benefit formula for a full 10 years alongside of the new cash balance benefit formula then being implemented. 
Employees who were hired on or after.lanuary 1,2001 accrued benefits only under the new cash balance benefit f'orniula. The Claimants 
have asserted claims that (a) the Plan violates the requirements under the Employee Retirement Income Security Act (ER[SA) intended to 
preclude back-loading the acct·ual of benefits to the end of a participants career; (b) the Plan violates the age discrimination prohibitions of 
ERISA and the Age Discrimination in Employment Act (ADEA); and (c) the company failed to provide required notice regarding the 
changes to the Plan. AIEP has responded to the Claimants providing a reasoned explanation for why each of their claims have been denied, 
and the denial to those claims have been appealed to the AEP System Retirement Plan Appeal Committee. Management will continue to 
defend against the claims. Management is unable to determine a range of potential losses that are reasonably possible ofoccurring. 

ENVIRONMENTAL ISSUES 

AEP has a substantial capital investment program and incurs additional operational costs to comply with environmental control 
requirements. Additional investments and operational changes will be made in response to existing and anticipated requirements to reduce 
emissions from fossil generation, rules governing the beneficial use and disposal of coal combustion by-products, clean water rules and 
renewal permits for certain water discharges. 

AEP is engaged in litigation about environmental issues, was notified of potential responsibility for the clean-up of contaminated sites and 
incurred costs for disposal of SNF and future decommissioning of the nuclear units. AEP, along with other parties, challenged some ofthe 
Federal EPA requirements. Management is engaged in the development of possible future requirements including the items discussed 
below. Management believes that further analysis and 
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better coordination of these environmental requirements would facilitate planning and lower overall compliance costs while achieving the 
same environmental goals. 

AEP will seek recovery of expenditures for pollution control technologies and associated costs from customers through rates in regulated 
jurisdictions. Environmental rules could result in accelerated depreciation. impairmenl of assets or regulatory disallowances. If AEP cannot 
recover the costs of environmental compliance, it would reduce future net income and cash flowsand impact financial condition. 

Environmental Controls Impact on the Generating Fleet 

The rules and proposed environmental controls discussed below will have a material impact on AEP System generating units. Management 
continues to evaluate the impact of these rules, project scope and technology available to achieve compliance. As of March 31, 2020, the 
AEP System had generating capacity of approximately 25,500 MWs. of which approximately 13,200 MWs were coal-fired. Management 
continues to refine the cost estimates of complying with these rules and other impacts of the environmental proposals on fossil generation. 
Based upon management estimates, AEP's future investment to meet these existing and proposed requirements ranges from approximately 
$500 million to $1 billion through 2026. 

The cost estimates will change depending on the timing of implementation and whether the Federal EPA provides flexibility in finalizing 
proposed rules or revising certain existing requirements. The cost estimates will also change based on: (a) potential state rules that impose 
more stringent standards, (b) additional rulemaking activities in response to court decisions, (c) actual performance of the pollution control 
technologies installed, (d) changes in costs for new pollution controls, (e) new generating technology developments, (f) total MWs of 
capacity retired and replaced, including the type and amount of such replacement capacity and (g) other factors. In addition, management 
continues to evaluate the economic feasibility of environmental investments on regulated and competitive plants. 

The table below represents the net book value before cost of removal, including related materials and supplies inventory, of plants or units of 
plants previously retired that have a remaining net book value as of March 31,2020. 

Generating Amounts Pending 
Company Plant Name and tjnit Capacity Regulatory Approval 

(in MWs) (in millions) 
APCo (a) Kanawha River Plant 400 $ 14.0 
APCo(b) Clinch River Plant 705 25 3 
APCo (a) Sporn Plant, Units 1 and 3 300 2.0 
APCo (a) Glen Lyn Plant 335 3.4 
SWEPCo (c) Welsh Plant, Unit 2 528 35 5 
Total 2,268 $ 80.2 

(a) Remaining amounts pending regulatory approval represent the FERC and the West Virginia Iunsdictional share. 
(b) APCo obtained permits following the Virginia SCC's and WVPSC's approval to convert C1 inell River Plant. Units I and 2 to natural gas In 2015. APCo 

retired the coal-related assets of Clinch River Plant, Units ] and 2. Clinch River Plant, Units 1 and 2 began operations as natural gas units in 2016 
(c) Remaining amount pending regulatory approval represents the FERC and Louisiana jurisdictional share 

Management is seeking or will seek recovery of the remaining net book value in future rate proceedings. To the extent the net book value of 
these generation assets is not recoverable, it could materially reduce future net income and cash flows and impact financial condition. 

Modification of the New Source Review Litigation Consent Decree 

In 2007, the U.S. District Court for the Southern District of Ohio approved a consent decree between AEP subsidiaries in the eastern area of 
the AEP System and the Department of Justice, the Federal EPA, eight northeastern states and other interested parties to settle claims that the 
AEP subsidiaries violated the NSR provisions o f the CAA when they undertook various equipment repair and replacement projects over a 
period of nearly 20 years. The consent decree's terms include installation of environmental control equipment on certain generating units, a 
declining cap on SO2 and NO. emissions from the AEP System and various mitigation proiects. 
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In 2017. AEP filed a motion with the district court seeking to modify the consent decree to eliminate an obligation to install future controls at 
Rockport Plant. Unit 2 if AEP docs not acquire ownership of that unit. and to modify the consent decree in other respects to preserve the 
environmental benefits of the consent decree. The other parties to the consent decree opposed AEP's motion. The district court granted 
AEP's request to delay the deadline to install Selective Catalytic Reduction (SCR) technology at Rockport Plant, Unit 2 until June 2020. 

In May 2019, the pal·lies filed a proposed order to modify the consent decree. The proposed order requires AEP to enhance the dry sorbent 
injection (DSI) system on both units at the Rockport Plant by the end of 2020, and meet 30-day rolling average emission rates for SOz and 
NO. at the combined stack for the Rockport Plant beginning in 2021. Total SO2 emissions from the Rockport Plant arc limited to 10,000 tons 
per year beginning in 2021 and i·educe to 5.000 tons per year when Rockport Plant, Unit 1 retires in 2028. The proposed modification was 
approved by the district court and became effective in July 2019. As part of the modification to the consent decree, I&M agreed to provide an 
additional $7.5 million to citizens' groups and the states for environmental mitigation projects. As joint owners in the Rockport Plant, the 
$7.5 million payment was shared between AEGCo and 1&M based on the joint ownership agreement. 

In April 2020, an employee at the Rockport Plant was diagnosed with COVID-19. Several contract workers stopped working on the SCR 
project at Rockport Unit 2, and the project workforce i-eported an increased rate of absenteeism. 1&M has notified the parties to the consent 
decree of this force majeure event and estimates that the date for completion of the SCR and DSI projects will be extended by approximately 
two weeks past the June 1,2020 deadline. Management will continue to oversee the project through completion in light of these challenges. 

Clean Air Act Requirements 

The CAA establishes a comprehensive program to protect and improve the nation's air quality and control sources of air emissions. The states 
implement and administer many of these programs and could impose additional or more stringent requirements. The primary regulatory 
programs that continue to drive investments in AEP's existing generating units include: (a) periodic revisions to NAAQS and the 
development of SIPs to achieve any more stringent standards, (b) implementation ofthe regional haze program by the states and the Federal 
EPA, (c) regulation of hazardous air pollutant emissions under MATS, (d) implementation and review of CSAPR and (e) the Federal EPA's 
regulation of greenhouse gas emissions from fossil generation under Section 111 of the CAA. Notable developments in significant CAA 
regulatory requirements affecting AEP's operations are discussed in the following sections. 

National Ambient Air Qualify Standards 

The Federal EPA issued new, more stringent NAAQS for PM in 2012 and ozone in 2015. The Federal EPA is currently reviewing both of 
these standards. A proposed rule to retain the existing PM standards was released in April 2020. The existing standards for NO2 and SO2 were 
retained after review by the Federal EPA in 2018 and 2019. respectively. Implementation of these standards is underway. 

The Federal EPA finalized non-attainment designations for the 2015 ozone standard in 2018. The Federal EPA confirmed that for states 
included in the CSAPR program. there are no additional interstate transport obligations. as all areas of the country are expected to attain the 
2008 ozone standard before 2023. Challenges to the 2015 ozone standard and the Federal EPA's determination that CSAPR satisfies certain 
states' interstate transport obligations were filed in the U.S. Court of Appeals for the District of Columbia Circuit, In August 2019. the court 
upheld the 2015 primary ozone standard, but renianded the secondary welfare-based standard for further review. The court vacated the 
Federal EPA's determination that CSAPR fulfilled the states' interstate transport obligations, because the Federal EPA's modeling analysis 
did not demonstrate that all significant contributions would be eliminated by the attainment deadlines for downwind states. Any further 
changes will require additional rulemaking. Management cannot currently predict the nature. stringency or timing of additional requirements 
for AEP's facilities based on the outcome ofthese activities. 
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Regional Haze 

The Federal EPA issued a Clean Air Visibility Rule (CAVR), detailing how the CAA's requirement that certain facilities install best available 
retrofit technology (BART) would address regional haze in federal parks and other protected areas. BART requirements apply to certain 
power plants. CAVR will be implemented through SIPs or FIPs. In 2017. the Federal EPA revised the rules governing submission of SIPs to 
implement the visibility programs, including a provision that postpones the due date for the next compi·ehensive SIP revisions until 2021. 
Petitions for review of the final rule revisions have been filed in the U.S. Court of Appeals for the District of Columbia Circuit. 

The Federal EPA initially disapproved portions of the Arkansas regional haze SIP, but has approved a revised SIP and all of SWEPCo's 
affected units are in compliance with the relevant requirements. 

The Federal EPA also disapproved portions of the Texas regional haze SIP. In 2017, the Federal EPA finalized a FIP that allows participation 
in the CSAPR ozone season program to satisfy the NO. regional haze obligations for electric generating units in Texas. Additionally, the 
Federal EPA finalized an intrastate SO2 emissions trading progi·am based on CSAPR allowance allocations. A challenge to the FIP was filed 
in the U.S. Court of Appeals for the Fifth Circuit and the case is pending the Federal EPA's reconsideration of'thc final rule. In August 2018, 
the Federal EPA proposed to affirm its 2017 FIP approval. In November 2019, in response to comment, the Federal EPA proposed revisions 
to the intrastate trading program. Management supports the intrastate trading progi·am as a compliance alternative to source-specific controls. 

Cross-State Air Pollution Rule 

In 2011, the Federal EPA issued CSAPR as a replacement for the Clean Air Interstate Rule, a regional trading program designed to address 
interstate transport of emissions that contributed significantly to downwind non-attainment with the 1997 ozone and PM NAAQS. CSAPR 
relies on SO2 and NO , allowances and individual state budgets to compel further emission reductions from electric utility generating 
units. Interstate trading of allowances is allowed on a restricted sub-regional basis. 

Petitions to review the CSAPR were filed in the U.S. Court of Appeals for the District of Columbia Circuit. In 2015. the court found that the 
Federal EPA over-controlled the SO2 and/or NO. budgets of 14 states. The court remanded the rule to the Federal EPA for revision consistent 
with the courts opinion while CSAPR remained in place. 

In 2016, the Federal EPA issued a final rule. the CSAPR Update, to address the remand and to incorporate additional changes necessary to 
address the 2008 ozone standard. The CSAPR Update significantly reduced ozone season budgets in many states and discounted the value of 
banked CSAPR ozone season allowances beginning with the 2017 ozone season. In 2019. the appeals court remandcd the CSAPR Update to 
the Federal EPA because it determined the Federal EPA had not properly considered the attainment dates for downwind areas in establishing 
its partial remedy, and should have considered whether there were available measures to control emissions from sources other than generating 
units. Any further changes to the CSAPR rule will require additional rulemaking. 

Mercury and Other Hazardous Air Pollutants (HAPs) Regulation 

In 2012, the Federal EPA issued a rule addressing a broad range of HAPs from coal and oil-fired power plants. The rule established unit-
specific emission rates for units burning coal on a 30-day rolling average basis for mercury. PM (as a surrogate for particles of non-mercury 
metals) and hydrogen chloride (as a surrogate for acid gases). In addition, the rule proposed work practice standards for controlling 
emissions of organic HAPs and dioxin/furans, with compliance required within three years. Management obtained administrative extensions 
for up to one year at several units to facilitate the installation oj'controls or to avoid a serious i·eliability problem. 

In 2014, the U.S. Court of Appeals for the District of Columbia Circuit denied all of the petitions for review ofthe 2012 final rule. Various 
intervenors filed petitions for further review in the U.S. Supreme Court. 

11 

Sponsored By' Michael Baird 

4650 



Schedule J-2 (1 Q - 2020 AEP Form 10-Q) 
Page 24 of 351 

In 2015, the U.S. Supreme Court i·eversed the decision of the U.S. Court of Appeals ibr the District of Columbia Circuit. The court remanded 
the MATS rule to the Federal EPA to consider costs in determining whether to regulate emissions of HAPs from power plants. In 2016. the 
Federal EPA issued a supplemental finding concluding that. after considering the costs of compliance, it was appropriate and necessary to 
regulate HAP emissions from coal and oil-fired units. Petitions for review of the Federal EPA's determination were filed in the U.S. Court of 
Appeals for the District of Columbia Circuit. In 2018, the Federal EPA released a revised finding that the costs of reducing HAP emissions to 
the level in the current rule exceed the benefits of those HAP emission reductions. lhe Federal EPA also determined that there are no 
significant changes in control technologies and the remaining risks associated with HAP emissions do not justit> any more stringent 
standards. Therefore. the Federal EPA proposed to retain the current MATS standards without change. In April 2020, the Federal EPA 
released a final rule adopting the conclusions set forth in the proposal and retaining the existing MATS standards. 

Climate Change, CO2 Regulation and Energy Policy 

In 2015, the Federal EPA published the final CO2 emissions standards for new, modified and reconstructed fossil generating units, and final 
guidelines for the development ofstate plans to regulate CO2 emissions from existing sources, known as the Clean Power Plan (CPP). 

In 2016, the U.S. Supreme Court issued a stay of the final CPP, including all of the deadlines for submission of initial or final state plans until 
a final decision is issued by the U.S. Court of Appeals for the District of Columbia Circuit and the U.S. Supreme Court considers any petition 
for review. In 2017. the President issued an Executive Order directing the Federal EPA to reconsider the CPP and the associated standards for 
new sources. The Federal EPA filed a motion to hold the challenges to the CPP in abeyance pending reconsideration. tn September 2019, 
following the Federal EPA's repeal of the CPP and promulgation of a replacement rule, the Court of Appeals for the District of Columbia 
Circuit dismissed the challenges. 

In July 2019, the Federal EPA finalized the Affordable Clean Energy (ACE) rule to replace the CPP with new emission guidelines l'or 
regulating CO2 from existing sources. ACE establishes a framework for states to adopt standards ofperformance for utility boilers based on 
heat rate improvements for such boilers. The final rule applies to generating units that commenced construction prior to January 2014, 
generate greater than 25 MWs, have a baseload rating above 250 MMBtu per hour and burn coal for more than 10% of the annual average 
heat input over the preceding three calendar years, with certain exceptions. States must establish standards of performance for each affected 
facility in terms of pounds of CO2 emitted per MWh, based on certain heat rate improvement measures and the degree of emission reduction 
achievable through each applicable measui·e, together with consideration of ceitain site-specific factors and the unit's remaining useful life. 
State plans are required to be submitted in 2022, and the Federal EPA has up to two years to review and approve a plan or disapprove it and 
adopt a federal plan. The final ACE rule has been challenged in the courts. 

In 2018, the Federal EPA filed a proposed rule revising the standards for new sources and determined that partial carbon capture and storage 
is not the best system oiemission reduction because it is not available throughout the U,S. and is not cost-effective, Management continues to 
actively monitor these rulemaking activities. 

AEP has taken action to reduce and offset CO2 emissions from its generating fleet. AEP expects CO 2 emissions from its operations to 
continue to decline due to the retirement of some of its coal-fired generation units, and actions taken to diversify the generation fleet and 
increase energy eiliciency where there is regulatory support for such activities. The maiority of the states where AEP has generating facilities 
passed legislation estab[ishing renewable energy, alternative energy and/or energy efficiency requirements that can assist in reducing carbon 
emissions. In April 2020, Virginia enacted clean energy legislation to allow the state to participate in the Regional Greenhouse Gas Initiative. 
require the retirement ofall fossil-fueled generation by 2045 and require I 00% renewable energy to be provided to Virginia customers by 
2050. Management is taking steps to comply with these requirements. including increasing wind and solar installations, purchasing renewable 
power and broadening AEP System's portfolio of energy efficiency programs. 
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In September 2019. AEP announced new intermediate and long-term COi emission reduction goals, based on the output of the company's 
integrated resource plans, which take into account economics, customer demand, grid reliability and resiliency. regulations and the 
company's current business strategy. The intermediate goal is a 70% reduction from 2000 CO2 emission levels from AEP generating facilities 
by 2030: the long-term goal is to surpass an 80% reduction of CO2 emissions from AEP generating facilities from 2000 [evels by 2050. 
AEP's total estimated CO2 emissions in 2019 were approximately 58 million metric tons, a 65% reduction from AEP's 2000 CO2 emissions. 
AEP has made signi Iicant progress in reducing CO2 emissions from its power generation fleet and expects its emissions to continue to 
decline. AEP's aspirational emissions goal is zero CO2 emissions by 2050. Technological advances, including energy storage. will determine 
how quickly AEP can achieve zero emissions while continuing lo provide reliable, affordable power for customers. 

Federal and state legislation or regulations that mandate limits on the emission of CO2 could result in significant increases in capital 
expenditures and operating costs, which in turn, could lead to increased liquidity needs and higher financing costs. Excessive costs to comply 
with future legislation or regulations might force AEP to close some coal-fired facilities, which could possibly lead to impairment of assets. 

Coal Combustion Residual (CCR) Rule 

In 2015, the Federal EPA published a final rule to regulate the disposal and beneficial re-use of CCR, including fly ash and bottom ash 
created from coal-fired generating units and FGD gypsum generated at some coal-fired plants. The rule applies to active CCR landfills and 
surface impoundments at operating electric utility or independent generation facilities. The rule imposes construction and operating 
obligations, including location restrictions, liner criteria, structural integrity requirements for impoundments, operating criteria and additional 
groundwater monitoring requirements to be implemented on a schedule spanning an approximate four-year implementation period. hi 2018, 
some of AEPs facilities were required to begin monitoring programs to determine if unacceptable groundwater impacts will trigger future 
corrective measures. Based on additional groundwater data, further studies to design and assess appropriate corrective measures have been 
undertaken at four facilities. 

In a challenge to the final 2015 rule, the parties initially agreed to settle some of the issues. In 2018, the U.S. Court of Appeals for the 
District of Columbia Circuit addressed or dismissed the remaining issues in its decision vacating and remanding certain provisions of the 
2015 rule. The provisions addressed by the court's decision, including changes to the provisions for unlined impoundnients and legacy sites, 
will be the subject of further rulemaking consistent with the court's decision. 

Prior to the court's decision. the Federal EPA issued the July 2018 rule that modifies certain compliance deadlines and other requirements in 
the 2015 rule. In December 2018, challengers filed a motion for partial stay or vacatur ofthe July 2018 rule. On the same day, the Federal 
EPA filed a motion for partial remand of the July 2018 rule. The court granted the Federal EPA's motion. In November 2019. the Federal 
EPA proposed revisions to implement the court's decision regarding the timing for closure of unlined surface impoundments along with 
impoundments not meeting the required distance from an aquifer. The comment period closed in January 2020. In December 2019. the 
Federal EPA proposed a federal permit program, implementing the Water Infrastructure Improvements for the Nation Act, that would apply 
in states that do not have an approved CCR program. 

Other utilities and industrial sources have been engaged iii litigation with environmental advocacy groups who claim that t'eleases of 
contaminants from wells, CCR units, pipelines and other facilities to groundwaters that have a hydrologic connection to a surface water body 
represent an "unpermitted discharge" under the CWA. Two cases were accepted by the U.S. Supreme Court for further review of the scope of 
CWA jurisdiction. In April 2020, the Supreme Court issued an opinion remanding one of these cases to the Ninth Circuit based on its 
determination that discharges from an iniection well that make their way to the Pacific Ocean through ground water may require a permit if 
the distance traveled through ground water, length of time to reach the surface water and other factors make it "functionally equivalent" to a 
direct discharge from a point source. The second case was also remanded to the lower court. Prior to the Supreme Court's decision, the 
Federal EPA opened a rulemaking docket to solicit information to determine whether it should provide additional clarification of'the scope of 
CWA permitting requirements for discharges to groundwater. and issued an interpretive statement finding that discharges to groundwater are 
not subject to NPDES 
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permitting requirements under the CWA. Management is unable to predict the impact ofthese developments on AEP's facilities. 

Because AEP currently uses surface impoundments and landjills to manage CCR materials at generating facilities, significant costs will be 
incurred to upgrade or close and replace these existing facilities and conduct any required remedial actions. Closure and post-closure costs 
have been included in ARO in accordance with the requirements in the final rule. Additional ARO revisions will occur on a site-by-site basis 
ifgroundwater monitoring activities conclude that corrective actions are required to mitigate groundwater impacts, which could include costs 
to remove ash from some unlined units. 

In March 2020. Virginia's Governor signed House Bill 443 (HB 443) requiring APCo to close ash disposal units at the retired Glen Lyn 
Station by removal ofall coal combustion material. APCos current ARO for these units is based on closure in place and will require future 
revision to reflect the costs of closure by removal. As of March 31, 2020, APCo is unable to reasonably estimate this cost. Management 
expects to record a material revision to the ARO after engineering plans for the removal are developed later in 2020. The closure is required 
to be completed within 15 years from the start of the excavation process. HB 443 provides for the recovery of all costs associated with 
closure by removal through the Virginia environmental rate adjustment clause (E-RAC). APCo may begin deferring incurred costs on July 1, 
2020 and recovering these costs through the E-RAC beginning July 1, 2022. APCo is permitted to record carrying costs on the unrecovered 
balance of closure costs at a weighted average cost of capital approved by the Virginia SCC. HB 443 also allows any closure costs allocated 
to non-Virginia jurisdictional customers, but not collected from such non-Virginia jurisdictional customers, to be recovered from Virginia 
jurisdictional customers through the E-RAC. Management does not expect HB 443 to materially impact results of operations or cash flows, 
but does anticipate a material impact to APCo's balance sheet. 

If removal of ash is required without providing similar assurances of cost recovery in regulated jurisdictions. it would impose significant 
additional operating costs on AEP, which could lead to increased financing costs and liquidity needs. Other units in Virginia, Ohio, West 
Virginia, and Kentucky already have been closed in place in accordance with state law programs. Management will continue to participate in 
rulemaking activities and make adjustments based on new federal and state requirements affecting its ash disposal units. 

Clean Weller Act Regulations 

In 2014. the Federal EPA issued a final rule setting forth standards for existing power plants that is intended to reduce mortality of aquatic 
organisms impinged or entrained in the cooling water. The rule was upheld on review by the U.S. Court of Appeals for the Second Circuit. 
Compliance timeframes are established by the permit agency through each facility's NPDES permit as those permits are renewed and have 
been incorporated into permits at several AEP facilities. Additional AEP facilities are reviewing these requirements as their wastewater 
discharge permits are renewed and making appropriate adjustments to their intake structures. 

In 2015. the Federal EPA issued a final rule revising effluent limitation guidelines for generating facilities. The rule established limits on 
FGD wastewater, fly ash and bottom ash transport water and flue gas mercury control wastewater to be imposed as soon as possible after 
November 2018 and no later than December 2023. These requirements would be implemented through each facility's wastewater discharge 
permit. The rule was challenged in the U.S. Court of Appeals for the Fifth Circuit. In 2017. the Federal EPA announced its intent to 
reconsider and potentially revise the standards for FGD wastewater and bottom ash transport water. The Federal EPA postponed the 
compliance deadlines for those wastewater categories to be no earlier than 2020. to allow for reconsideration. In April 2019, the Fifth Circuit 
vacated the standards for landfill leachate and legacy wastewater. and remanded them to the Federal EPA for reconsideration. In November 
2019, the Federal EPA proposed revisions to the guidelines for existing generation facilities. The comment period ended in January 2020. 
Management is assessing technology additions and retrofits to comply with the rule and the impacts of the Federal EPA's recent actions on 
facilities' wastewater discharge permitting. 

In 2015. the Federal EPA and the U.S. Army Corps of Engineers jointly issued a final rule to clarify the scope of the regulatory definition of 
"waters of the United States- in light of recent U.S. Supreme Court cases. Various paities challenged the 2015 rule in different U.S. District 
Courts. which resulted in a patchwork of applicability of the 2015 
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rule and its predecessor. In December 2018, the Federal EPA and the U.S. Army Corps of Engineers proposed a replacement rule. In 
September 2019. the Federal EPA repealed the 2015 rule. The final replacement rule was published in the Federal Register in April 2020 and 
will become effective in June 2020. The final rule limits the scope of CWA jurisdiction to four categories of waters, and clarifies exclusions 
for ground water, ephemeral streams, artificial ponds and waste treatment systems. 

In April 2020, the U.S. District Court for the District of Montana issued a decision vacating the U.S. Army Corps of Engineers' (Corps) 
General Nationwide Permit 12 (NWP 12), which provides standard conditions governing linear utility projects in streams, wetlands and other 
waters of the United States having minimal adverse environmental impacts. The Court found that in reissuing NWP 12 in 2017, the Corps 
failed to comply with Section 7 of the Endangered Species Act (ESA), which requires the Corps to consult with the U.S. Fish and Wildlife 
Service regarding potential impacts on endangered species. The Court remanded the permit back to the Corps to complete its ESA 
consultation, and also enjoined the Corps from authorizing any dredge or fill activities under NWP 12 pending completion of the consultation 
process. The Department of Justice filed a motion to stay the injunction and tai]or the remedy imposed by the Court, and the court ordered the 
parties to file briefs on the issue in May 2020. Management is monitoring the litigation and evaluating other permitting alternatives, but is 
currently unable to predict the impact of this decision on current and planned projects. 
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RESULTS OF OPERATIONS 

SEGMENTS 

AEP's primary business is the generation, transmission and distribution oielectricity. Within its Vertically Integrated Utilities segment, AEP 
centrally dispatches generation assets and manages its overall utility operations on an integrated basis because of the substantial impact of 
cost-based rates and regulatory oversight. Intersegment sales and transfers are generally based on underlying contractual arrangements and 
agreements. 

AEPs reportable segments and their related business activities are outlined below: 

Vertically Integrated Utilities 

• Generation, transmission and distribution of electricity for sale to retail and wholesale customers through assets owned and operated 
by AEGCo, APCo, I&M, KGPCo, KPCo, PSO, SWEPCo and WPCo. 

Transmission and Distribution Utilities 

• Transmission and distribution of electricity for sale to retail and wholesale customers through assets owned and operated by AEP 
Texas and OPCo. 

• OPCo purchases energy and capacity at auction to serve SSO customers and provides transmission and distribution services for all 
connected load. 

AEP Transmission Holdco 

• Development, construction and operation of transmission facilities through investments in AEPTCo. These investments have FERC-
approved returns on equity. 

• Development, construction and operation oitransmission facilities through investments in AEP's transmission-only .joint ventures. 
These investments have PUCT-approved or FERC-approved returns on equity. 

Generation & Marketing 

• Competitive generation in ERCOT and PJM. 
Contracted renewable energy investments and management services. 

• Marketing. risk management and retail activities in ERCOT, MISO. PJM and SPP. 

The remainder of AEP's activities are presented as Corporate and Other. While not considered a reportable segment, Corporate and Other 
primarily includes the purchasing of receivables fi·om certain AEP utility subsidiaries. Parent's guarantee revenue received from affiliates, 
investment income, interest income and interest e~pense and other nonallocated costs. 

1 he following discussion oiAEP's results of operations by operating segment includes an analysis of Gross Margin, which is a non-GAAP 
financial measure. Gross Margin includes Total Revenues less the costs of Fuel and Other Consumables Used for Electric Generation as well 
as Purchased Electricity for Resale and Amortization of Generation Deferrals as presented in the Registrants statements of income as 
applicable. Under the various state utility rate making processes, these expenses are generally reimbursable directly from and billed to 
customers. As a result, they do not typically impact Operating Income or Earnings Attributable to AEP Common Shareholders. Management 
believes that Gross Margin provides a useful measure for investors and other financial statement users to analyze AEP's financial 
performance in that it excludes the eilUci on Total Revenues caused by volatility in these expenses. Operating Income, which is presented in 
accordance with GAAP in AEP's statements of income, is the most directly comparable GAAP financial measure to the presentation of Gross 
Margin. AEP's definition ol'Gross Margin may not be directly comparable to similarly titled financial measures used by other companies. 
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The following table presents Earnings (Loss) Attributable to AEP Common Shareholders by segment: 

Three Months Ended March 31, 
2020 2019 

(in millions) 
Vertically Integrated Utilities $ 245.3 $ 302.4 
Transmission and Distribution Utilities 116.2 156.5 
AEP Transmission Holdco 140.6 124.2 
Generation & Marketing 28.4 40.1 
Corporate and Other (35.3) (50.4) 
Earnings Attributable to AEP Common Shareholders $ 495.2 $ 572.8 

AEP CONSOLIDATED 

First Quarter of 2020 Compared to First Quarter of 2019 

Earnings Attributable to AEP Common Shareholders decreased from $573 million in 2019 to $495 million in 2020 to primarily due to: 

A decrease in weather-related usage. 
• A one-time reversal ofa i·egulatory provision in 2019. 

'rhese decreases were partially offset by: 

• Favorable rate proceedings in AEP's various jurisdictions. 

AEP's results of operations by operating segment are discussed below. 
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VERTICALLY INTEGRATED UTILITIES 

Vertically Integrated Utilities 
Three Months Ended March 31, 

2020 2019 
(in millions) 

Revenues $ 2,226.7 $ 2,403.3 
Fuel and Purchased Electricity 671.2 856.4 
Gross Margin 1,555.5 1,546.9 
Other Operation and Maintenance 691.3 690.1 
Depreciation and Amortization 381.7 356.3 
Taxes Other Than Income Taxes 117.1 116.0 
Operating Income 365.4 384.5 
Other Income 1.6 1.3 
Allowance for Equity Funds Used During Construction 8.2 10.7 
Non-Service Cost Components of Net Periodic Benefit Cost 16.9 17.0 
Interest Expense (144.5) (139.0) 
Income Before Income Tax Expense (Benefit) and Equity Earnings 247.6 274.5 
Income Tax Expense (Benefit) 2.1 (28.4) 
Equity Earnings of Unconsolidated Subsidiary 0.8 0.7 
Net Income 246.3 303.6 
Net Income Attributable to Noncontrolling Interests 1.0 1.2 
Earnings Attributable to AEP Common Shareholders $ 245.3 $ 302.4 

Summary of KWh Energy Sales for Vertically ]ntegrated Utilities 

Three Months Ended March 31, 
2020 2019 

(in millions of KWhs) 
Retail: 

Residential 8,262 9,216 
Commercial 5.366 5,633 
Industrial 8,475 8,545 
Miscellaneous 530 546 

Total Retail 22,633 23,940 

Wholesale (a) 3,618 5,804 

Total KWhs 26,251 29,744 

(a) Includes Off-system Sales, municipalities and cooperatives, unit power and other wholesale customers. 
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Heating degree days and cooling degree days are metrics commonly used in the utility industry as a measure of the impact of weather on 
revenues. Iii general, degree day changes in the eastern region have a larger effect on revenues than changes in the western region due to the 
relative size of the two regions and the number ofcustomers within each region. 

Summary of Heating and Cooling Degree Days for Vertically Integrated Utilities 

Three Months Ended March 31, 
2020 2019 

(in degree days) 
Eastern Reeion 
Actual - Heating (a) 1,241 1,571 
Normal - Heating (b) I,611 I,595 

Actual -Cooling (c) 13 1 
Normal - Cooling (b) 5 5 

Western Region 
Actual - Heating (a) 649 941 
Normal - I-Ieating (b) 867 866 

Actual -Cooling (c) 51 11 
Normal - Cooling (b) 28 28 

(a) Heating degree days are calculated on a 55 degree temperature base. 
(b) Normal Heating/Cooling represents the thirty-year average of degree days. 
(c) Cooling degree days are calculated on a 65 degree temperature base. 
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First Quarter of 2020 Compared to First Quarter of 2019 

Reconciliation of First Quarter of 2019 to First Quarter of 2020 
Earnings Attributable to AEP Common Shareholders from Vertically Integrated Utilities 

(in millions) 

First Quarter of 2019 $ 302.4 

Changes in Gross Margin: 
5.9 Retail Margins 

Margins from Off-system Sales (5.2) 
Transmission Revenues 6, I 
Other Revenues 1.8 
Total Change in Gross Margin 8.6 

Changes in Expenses and Other: 
Other Operation and Maintenance (12) 
Depreciation and Amortization (25.4) 
Taxes Other Than Income Taxes (1.1) 
Other Income 0.3 
Allowance for Equity Funds Used During Construction (2.5) 
Non-Service Cost Components of Net Periodic Pension Cost (0.1) 
Interest Expense (5.5) 
Total Change in Expenses and Other (35.5) 

Income Tax Expense (30.5) 
Equity Earnings ofUnconsolidated Subsidiary 0.1 
Net Income Attributable to Noncontrolling Interests 0.2 

Fit·ft Quarter of 2020 $ 245.3 

The major components of the increase iii Gross Margin. defined as revenues less the related direct cost of fuel. including consumption of 
chemicals and emissions allowances. and pm·chased electricity were as follows: 

Retail Margins increased $6 million primarily due to the following: 
• A $25 million increase related to fuel at APCo and 1&M. primarily due to the timing of recoverable PJM expenses. This increase 

was partially offset in other expense items below. 
• A $14 million increase due to the impact o f the 2019 WVPSC order which required APCo and WPCo to offset Excess ADIT not 

subject to normalization requirements against the deferred fuel under-recovery balance in 2019. 
• The effect of rate proceedings in AEP's service territories which included: 

A $14 million increase from rate proceedings at ]&M. This increase was partially offset in other expense items below. 
• An $11 million increase at PSO due to new base rates implemented iii April 2019. 

An $11 million increase at SWEPCo primarily due to capital investment rider and base rate revenue increases in Texas. 
Arkansas and Louisiana. 
An $1 I million increase at APCo and WPCo due to a base rate increase in West Virginia that was partially offset in Depreciation 
and Atnortization expenses below. 
A $5 million inct·ease at APCo and WPCo due to revenue primarily fi·om rate riders in West Virginia. 

• A $9 million increase due to customer refunds related to the 2018 Tax Reform. This increase was partially offset in Income Tax 
Expense (Benefit) below. 

These increases were partially offset by: 
• A $61 million decrease in weather-related usage primarily in the eastern region and primarily in the residential class. 
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• A $28 million decrease in weather-normalized retail margins primarily in the eastern region and primarily in the commercial and 
industrial classes. 

• A $7 million decrease in revenue from rate riders at PSO. This decrease was partially offset in other expense items below. 
• Margins from Off-system Sales decreased $5 million primarily due to WPCo's historical merchant portion of Mitchell Plant moving to 

base rates beginning January 2020 and weaker market prices for energy in the RTOs which caused a significant decrease in sales 
volume. 

• Transmission Revenues increased $6 million primarily due to an increase in SPP transmission services revenue at SWEPCo. 

Expenses and Other and Income Tax Expense changed between years as follows: 

• Other Operation and Maintenance expenses increased $1 million primarily due to the following: 
• An $11 million increase due to P.IM transmission services including the annual formula rate true-up. 
• A $5 million increase due to SPP transmission services including the annual formula rate true-up. 
• A $3 million increase due to North Central Wind Energy Facilities expenses for SWEPCo and PSO. 
These increases were partially offset by: 
• An $11 million decrease in employee-related expenses. 
• A $7 million decrease due to an increased Nuclear Electric Insurance Limited distribution in 2020. 

• Depreciation and Amortization expenses increased $25 million primarily due to a higher depreciable base and increased depreciation 
rates approved at APCo, 1&M and SWEPCo. This increase was partially offset in Retail Margins above. 

• Interest Expense increased $6 million primarily due to higher long-term debt balances at APCo. 
• Income Tax Expense increased $3 I million primarily due to a decrease in amortization of Excess ADIT. The decrease in amortization 

oiexcess ADIT is partially offset above in Gross Margin and Other Operation and Maintenance expenses. 
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TRANSMISSION AND DISTRIBUTION IJTILITIES 

Transmission and Distribution Utilities 
Three Months Ended March 31, 

2020 2019 
(in millions) 

Revenues $ 1,106.9 $ 1,222.0 
Purchased Electricity 191.4 229.7 
Amortization of Generation Deferrals - 32.4 
Gross Margin 915.5 959.9 
Other Operation and Maintenance 367.2 405.9 
Depreciation and Amorlization 214.5 183.7 
Taxes Other Than Income Taxes 146.2 I 45.5 
Operating Income 187.6 224.8 
Interest and Investment Income 0.7 1.3 
Carrying Costs Income 0.4 0.2 
Allowance for Equity Funds Used During Construction 7.0 6.9 
Non-Service Cost Components ofNet Periodic Benefit Cost 7.3 7.6 
Interest Expense (71.4) (62.0) 
Income Before ]ncome Tax Expense 13!.6 178.8 
Income Tax Expense 15.4 22.3 
Net Income 116.2 156.5 
Net Income Attributable to Noncontrolling Interests - -
Earnings Attributable to AEP Common Shareholders $ Il 6.2 $ 156.5 

Summary of KWh Energy Sales for Transmission and Distribution Utilities 

Three Months Ended 
March 31, 

2020 2019 
(in millions of KWhs) 

Retail: 
Residential 6,300 6,547 
Commercial 5.873 5.6 I 8 
Industrial 5,908 5,771 
Miscellaneous 182 176 

Total Retail (a) 18,263 18,112 

Wholesale (b) 390 638 

Total KWhs 18,653 18,750 

(a) Represents enei·gy delivered to distribution customers. 
(b) Primarily Ohio's contractually obligated purchases ol'OVEC power sold to PJM. 
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Heating degree days and cooling degree days are metrics commonly used in the utility industry as a measure of the impact of weather on 
revenues. In general, degi-ee day changes in the eastern region have a larger effect on revenues than changes in the western region due to the 
relative size ofthe two regions and the number of customers within each region. 

Summary of Heating and Cooling Degree Days for Transmission and Distribution Utilities 

Three Months Ended 
March 31, 

2020 2019 
(in degree days) 

Eastern Region 
Actual - Heating (a) 1,473 1,892 
Normal - Heating (b) 1,898 1,877 

Actual -Cooling (c) 3 I 
Normal - Cooling (b) 3 3 

Western Region 
Actual - Heating (a) 91 177 
Normal - Heating (b) 185 187 

Actual - Cooling (d) 231 122 
Normal - Cooling (b) 125 123 

(a) Heating degree days are calculated on a 55 degree temperature base. 
(b) Normal Heating/Cooling represents the thirty-year average of degree days. 
(c) Eastern Region cooling degree days are calculated on a 65 degree temperature base. 
(d) Western Region cooling degree days are calculated on a 70 degree temperature base. 

23 

Sponsored By: Michael Baird 

4662 



Schedule J-2 (1 Q - 2020 AEP Form 10-Q) 
Page 36 of 351 

First Quarter of 2020 Compared to First Quarter of 2019 

Reconciliation of First Quarter of 2019 to First Quarter of 2020 
Earnings Attributable to AEP Common Shareholders from Transmission and Distribution l Ttilities 

(in millions) 

First Quarter of 2019 $ 156.5 

Changes in Gross Margin: 
Retail Margins (74.2) 
Margins from Off-system Sales 07 
Transmission Revenues ]]9 
Other Revenues 172 
Total Change in Gross Margin (44 4) 

Changes in Expenses and Other: 
Other Operation and Maintenance 38.7 
Depreciation and Amortization (30 8) 
Taxes Other Than Income Taxes (0.7) 
Interest and Investment Income (0 6) 
Carrying Costs Income 0.2 
Allowance for Equity Funds Used During Construction 0 1 
Non-Service Cost Components of Net Periodic Benefit Cost (0 3) 
Interest Expense (9 4) 
Total Change in Expenses and Other (2.8) 

Income Tax Expense 6.9 

First Quarter of 2020 $ 116.2 

The malor components of the decrease in Gross Margin, defined as revenues less the related direct cost of purchased electricity and 
amortization olgeneration deferrals were as follows: 

Retail Margins decreased $74 million primarily due to the ibllowmg 
A $58 million decrease due to a reversal ofa regulatory provision m Ohio m the first quarter of 2019 

· A $39 million net decrease m Ohio Rage Transmission Cost Rider revenues and recoverable P.IM expenses This decrease was 
partially offset m Other Operation and Maintenance expenses below 
A $13 million decrease in Ohio Deferred Asset Phase-Iii-Recovery Rider revenues which ended in the second quarter of 2019 This 
decrease was offset iii Depreciation and Amortization expenses below. 

• A $7 million net decrease in margin in Ohio for the Rate Stability Rider Including associated an-tortizations which ended in the third 
quarter of 2019 
A $5 million decrease due to the OVIC PPA Rider which was replaced by the Legacy Generation Resource Rider (LGRR). This 
decrease was offset ill Margins from Off-system Sales and Other Revenues below. 
A $4 million decrease in weather-related usage m Texas primarily due to a 49% decrease ill heating degree days, partially offset by 
an 89% increase in cooling degree days. 
A $3 million decrease in revenues associated with a vegetation management rider in Ohio This decrease was offset in Other 
Operation and Maintenance expenses below 

These decreases were partial ly o ffset by 
• A $17 million increase in rider revenues iii Ohio associated with the DIR, This increase was partially offset in other expense items 

below 
A $13 million increase in weather-norinalized margins primarily m the residential and commercial classes in Texas 
A $7 million increase in revenues associated with Ohio smart grid riders This increase was partially offset in other expense items 
below 

· A $7 million increase iii revenues in Ohio associated with the Universal Service Fund (USF) This increase was offset in Other 
Operation and Maintenance expenses below. 
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• A $7 million increase in revenues primarily due to the Transmission Cost Recovery Factor revenue rider in Texas. 
• A $3 million increase in Ohio Energy Efficiency/Peak Demand Reduction rider revenues. This increase was offset in Other 

Operation and Maintenance expenses below. 
• Transmission Revenues increased $12 million primarily due to recovery of increased transmission investment in ERCOT. 

Other Revenues increased $17 million primarily due to the following: 
• A $12 million increase primarily due to securitization revenue in Texas. This increase was offset below in Depreciation and 

Amortization expenses and in Interest Expense. 
• A $4 million increase due to third-party LGRR revenue related to lhe recovery of OVEC costs. This inci·ease was oil'set in Retail 

Margins above. 

Expenses and Other and Income Tax Expense changed between years as follows: 

• Other Operation and Maintenance expenses decreased $39 million primarily due to the following: 
• A $40 million decrease in PJM expenses that were fully recovered in rate riders/trackers in Gross Margin above. 
• A $6 million decrease in PJM expenses primarily related to the annual formula rate true-up. 
These decreases were partially offset by: 

An $8 million increase in distribution-related expenses. 
• A $7 million increase in remitted USF surcharge payments to the Ohio Department of Development to fund an energy assistance 

program for qualified Ohio customers. This increase was offset in Retail Margins above. 
• Depreciation and Amortization expenses increased $31 millionprimarilyduetothelbllowing 

• A $15 million increase in depreciation expense due to an increase in the depreciable base of transmission and distribution assets. 
· A $12 million increase in securitization amortizations in Texas. This increase was offset in Other Revenues above and in Interest 

Expense below. 
A $5 million increase due to lower deferred equity amortizations associated with the Deferred Asset Phase-In-Recovery Rider in 
Ohio which ended in the second quarter of 2019. 

• A $5 million increase in Ohio recoverable DIR depreciation expense. This increase was partially offset in Retail Margins above. 
These increases were partially offset by: 
• A $10 million decrease in amortizations associated with the Deferred Asset Phase-In-Recovery Rider in Ohio which ended in the 

second quarter of 2019. This decrease was offset in Retail Margins above. 
Interest Expense increased $9 million primarily due to higher long-term debt balances. 

• Income Tax Expense decreased $7 million due to a decrease in pretax book income, partially oflset by a decrease in amortization of 
Excess ADIT, The decrease in amorlization of Excess ADIT is partially offset in Retail Margins above. 
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AEP TRANSM]SSION HOLDCO 

AEP Transmission Holdco 
Three Months Ended March 31, 

2020 2019 
(in millions) 

Transmission Revenues $ 310.2 $ 256.4 
Other Operation and Maintenance 29.9 22.3 
Depreciation and Amortization 58.1 41.8 
Taxes Other Than Income Taxes 51.9 42.6 
Operating Income 170.3 149.7 
Interest and Investment Income 0.9 0.7 
Allowance for Equity Funds Used During Construction 16.2 11.3 
Non-Service Cost Components of Net Periodic Benefit Cost 0.5 0.6 
Interest Expense (30.8) (23.0) 
income Before Income Tax Expense and Equity Earnings 157.1 139.3 
Income Tax Expense 38.4 31.9 
Equity Earnings of Unconsolidated Subsidiary 22.9 17.8 
Net Income 141.6 125.2 
Net Income Attributable to Noncontrolling Interests l.0 1.0 
Earnings Attributable to AEP Common Shareholders $ 140.6 $ 124.2 

Summary of Investment in Transmission Assets for AEP Transmission Holdco 

As of March 31, 
2020 2019 

(in millions) 
Plant in Service $ 9,086.6 $ 7,073.6 
Construction Work in Progress 1,576.3 1.899.6 
Accumulated Depreciation and Amortization 464.0 318.8 
Total Transmission Property, Net $ 10,198.9 $ 8,654.4 
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First Quarter of 2020 Compared to First Quarter of 2019 

Reconciliation of First Quarter of 2019 to First Quarter of 2020 
Earnings Attributable to AEP Common Shareholders from AEP Transmission Holdco 

(in millions) 

First Quarter of 2019 $ 124.2 

Changes in Transmission Revenues: 
Transmission Revenues 
Total Change in Transmission Revenues 

53.8 
53.8 

Changes in Expenses and Other: 
Other Operation and Maintenance (7.6) 
Depreciation and Amortization (16.3) 
Taxes Other Than Income Taxes (9.3) 
Other Income 0.2 
Allowance for Equity Funds Used During Construction 4.9 
Non-Service Cost Components ofNet Periodic Pension Cost (0.1) 
Interest Expense (7.8) 
Total Change in Expenses and Other (36.0) 

Income Tax Expense (6.5) 
Equity Earnings of Unconsolidated Subsidiary 5.1 

First Quarter of 2020 $ I 40.6 

The maior components of the increase in transmission revenues, which consists of wholesale sales to affiliates and nonaffiliates, were as 
follows: 

• Transmission Revenues increased $54 million primarily due to continued investment in transmission assets. 

Expenses and Other, Income Tax Expense and Equity Earnings of Unconsolidated Subsidiary changed between years as follows: 

• Other Operation and Maintenance expenses increased $8 million primarily due to the following: 
• A $3 million increase due to employee-related expenses. 
• A $2 million increase due to higher rent expense. 
· A $2 million increase due to continued investment in transmission assets. 

• Depreciation and Amortization expenses increased $16 million primarily due to a higher depreciable base. 
· Taxes Other Than Income Taxes increased $9 million primarily due to higher property taxes as a result of increased transmission 

investment. 
• Allowance for Equity Funds Used During Construction increased $5 million primarily due to the following: 

• A $9 million increase due to prior year FERC audit findings. 
This increase was partially offset by: 
• A $5 million decrease due to a decrease in CWIP. 

• Interest Expense increased $8 million primarily due to higher long-term debt balances. 
• Income Tax Expense increased $7 million primarily due to higher pretax book income. 
• Equity Earnings of Unconsolidated Subsidiary increased $5 million primarily due to higher pretax equity earnings at PATH-WV. 
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GENERATION & MARKETING 

Generation & Marketing 
Three Months Ended March 31, 

2020 2019 
(in millions) 

Revenues $ 438.6 $ 481.8 
Fuel, Purchased Electricity and Other 360.3 383.3 
Gross Margin 78.3 98.5 
Other Operation and Maintenance 41.4 50.6 
Depreciation and Amortization 17.7 12.9 
Taxes Other Than Income Taxes 3.4 3.8 
Operating Income 15.8 31.2 
Interest and Investment Income I.0 2.3 
Non-Service Cost Components ofNet Periodic Benefit Cost 3.9 3.7 
Interest Expense (8.5) (3.8) 
Income Before Income Tax Benefit and Equity Earnings 12.2 33.4 
Income Tax Benefit (12.4) (5.8) 
Equity Earnings of Unconsolidated Subsidiaries 5.9 -
Net Income 30.5 39.2 
Net Earnings (Loss) Attributable to Noncontrolling Interests 2.1 (0.9) 
Earnings Attributable to AEP Common Shareholders $ 28.4 $ 40.1 

Summary of MWhs Generated for Generation & Marketing 

Three Months Ended 
March 31, 

2020 2019 
(in millions of MWhs) 

Fuel Type: 
Coal 1 1 
Renewables 1 -

Total MWhs 2 1 
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First Quarter of 2020 Compared to First Quarter of 2019 

Reconciliation of First Quarter of 2019 to First Quarter of 2020 
Earnings Attributable to AEP Common Shareholders from Generation & Marketing 

(in millions) 

First Quarter of 2019 $ 40.1 

Changes in Gross Margin: 
Merchant Generation 
Renewable Generation 
Retail, Trading and Marketing 
Total Change in Gross Margin 

(37.4) 
13.3 
3.9 

(20.2) 

Changes in Expenses and Other: 
Other Operation and Maintenance 9.2 
Depreciation and Amortization (4.8) 
Taxes Other Than Income Taxes 0.4 
Interest and Investment Income (1.3) 
Non-Service Cost Components ofNet Periodic Benefit Cost 0.2 
Interest Expense (4.7) 
Total Change in Expenses and Other (1.0) 

Income Tax Benefit 6.6 
Equity Earnings of Unconsolidated Subsidiaries 5.9 
Net Earnings (Loss) Attributable to Noncontrolling Interests (3.0) 

First Quarter of 2020 $ 28.4 

The major components of the decrease in Gross Margin. defined as revenues less the related direct cost of fuel. including consumption of 
chemicals and emissions allowances, purchased electricity and certain cost ofservice for retail operations were as follows: 

• Merchant Generation decreased $37 million primarily due to lower energy margins iii 2020 and a reduction in revenues related to the 
retirement of Conesville Units 5 and 6 in 2019. 
Renewable Generation increased $13 million primarily due to the acquisition of Sempra Renewables LLC and new projects placed in-
service. 

· Retail, Trading and IMarketing increased $4 million due to higher retail margins partially offset by lower trading and marketing 
activity. 

Expenses and Other, Income Tax Benefit and Equity Earnings of Unconsolidated Subsidiaries changed between years as follows: 

• Other Operation and Maintenance expenses deci·eased $9 million primarily due to the retirement of Conesville Units 5 and 6 in 2019 
partially offset by expenses related to increased investments in wind farms and other renewable energy sources. 

• Depreciation and Amortization expenses increased $5 million due to a higher depreciable base from increased investments in 
renewable energy sources. 
Interest Expense increased $5 million primarily due to increased borrowing costs related to the Sempra Renewables LLC acquisition. 
Income Tax Benefit increased $7 mi[lion primarily due to a decrease in pretax book income and an increase in PTC. 
Equity Earnings of Unconsolidated Subsidiaries increased $6 million primarily due to the Sempra Renewables LLC acquisition. 
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CORPORATE AND OTHER 

First Quarter of 2020 Compared to First Quarter of 2019 

Earnings Attributable to AEP Common Shareholders from Corporate and Other increased from a loss of $50 million in 2019 to a loss of $35 
million in 2020 primarily due to: 

• A $22 million decrease in income tax expense due to a decrease in consolidating tax adjustments and discrete items recorded in 2019. 
• A $13 million decrease in general corporate expenses. 
• A $5 million write-off ofan equity investment and related assets in 2019. 

These items were partially ofl'set by: 

• A $14 mi]Iion decrease in interest income due to a lowerretuin on investments held by EIS. 
An $11 million increase in interest expense as a result of increased debt outstanding. 

AEP SYSTEM INCOME TAXES 

First Quarter of 2020 Compared to First Quarter of 2019 

Income Tax Expense increased $2 million primarily due to a decrease in amortization of Excess ADIT. This increase is partially offset by a 
decrease in pretax book income and an increase in PTC. 

FINANCIAL CONDITION 

AEP measures financial condition by the strength of its balance sheet and the liquidity provided by its cash flows. 

LIQUIDITY AND CAPITAL RESOURCES 

Debt and Equity Capitalization 

March 31,2020 December 31,2019 
(dollars in millions) 

Long-term Debt, including amounts due within one year $ 27,892.7 53.3% $ 26,725.5 54.1% 
Short-term Debt 4,464.1 8.5 2,838.3 5.7 
Total Debt 32,356.8 61.8 29,563.8 59.8 
AEP Common Equity 19 , 728 . 4 37 . 7 19 , 632 . 2 39 . 6 
Noncontrolling Interests 279.3 0.5 281.0 0.6 
Total Debt and Equity Capitalization $ 52,364.5 100.0% $ 49.477.0 100.0% 

AIZP's ratio oidebt-to-total capital increased from 59.8% as of December 31, 2019 to 61.8% as of Match 31, 2020 primal·ily due to an 
increase in short-term debt to enhance liquidity as a result oivolatility in the capital markets. 

Liquidity 

Liquidity, or access to cash. is an important factor in determining AEP's financial stability. Management believes AEP has adequate liquidity 
under its existing credit facilities. As of March 31, 2020, AEP had a $4 billion revolving credit facility to support its commercial paper 
program. Additional liquidity is available from cash from operations and a receivables securitization agreement. Management is committed 
to maintaining adequate liquidity. AEP generally uses short-term borrowings to fund working capital needs, property acquisitions and 
construction until long-term funding is arranged. Sources of long-term funding include issuance of long-term debt, leasing agreements, 
hybrid securities or common stock. There was increased volatility in the capital markets during the first quarter of 2020 
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resulting in higher commercial paper cost and limited access. 'ro address these issues and the uncertainty around COVID-19. in March 2020, 
AEPenteredintoa $1 billion 364-day Term Loan and borrowed the full amount. 

Net Available Liquidity 

AEP manages liquidity by maintaining adequate external financing commitments. As of March 31, 2020, available liquidity was 
approximately $2.8 billion as illustrated in the table below: 

Amount Maturity 
Commercial Paper Backup· (in millions) 

Revolving Credit Facility $ 4,000 0 June 2022 
364-Day Teim Loan [,000 0 March 2021 

Cash and Cash Equivalents 1,554.6 
rotal Liquidity Sources 6,554 6 
Less. AEP Commercial Paper Outstanding 2,709.6 

364-Day Term Loan l,000 0 

Net Available Liquidity $ 2.845 0 

AEP uses its commercial paper program to meet the short-term borrowing needs of its subsidiaries. The program funds a Utility Money Pool, 
which funds AEP's utility subsidiaries; a Nonutility Money Pool, which funds certain AEP nonutility subsidiaries; and the short-term debt 
requirements of subsidiaries that are not participating in either money pool for regulatory or operational reasons, as direct borrowers. The 
maximum amount of commercial paper outstanding during the first three months of'2020 was $3 billion. The weighted-average interest rate 
for AEP's commercial paper during 2020 was 2.06%. 

Other Credit Facilities 

An uncommitted facility gives the issuer ofthe facility the right to accept or decline each request made under the facility. AEP issues letters 
of credit on behalf of subsidiaries under six uncommitted facilities totaling $405 million. The Registrants maximum future payments for 
letters of credit issued under the uncommitted facilities as of March 31. 2020 was $241 million with maturities ranging from April 2020 to 
March 2021. 

Securitized Accounts Receivables 

AEPs receivables securitization agreement provides a commitment oi$750 million from bank conduits to purchase receivables and expires 
in July 2021. 

Debt Covenants and Borrowing Limitations 

AEP's credit agreements contain certain covenants aiid require it to maintain a percentage of debt-to-total capitalization at a level that does 
not exceed 67.5%. The method for calculating outstanding debt and capitalization is contractually-defined in AEP's credit agreements, Debt 
as defined in the revolving credit agreement excludes securitization bonds and debt oi AEP Credit. As of March 315 2020, this contractually-
defined percentage was 59.8%. Non-performance under these covenants could result in an event of default under these ct·edit agreements. In 
addition, the acceleration of AEP's payment obligations, or the obligations oicertain of AEP's major subsidiaries, prior to maturity under any 
other agreement or instrument relating to debt outstanding in excess of $50 million. would cause an event of default under these credit 
agreements. This condition also applies in a majority of AEP's non-exchange-traded commodity contracts and would similarly allow lenders 
and counterpailies to declare the outstanding amounts payable. However, a default under AEP's non-exchange-traded commodity contracts 
would not cause an event of default under its credit agreements. 

The revolving credit facility does not permit the lenders to i·efuse a draw on any facility ifa material adverse change occurs. 
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Utility Money Pool borrowings and external borrowings may not exceed amounts authorized by regulatory orders and AEP manages its 
borrowings to stay within those authorized limits. 

Equity Units 

In March 2019. AEP issued 16.1 million Equity Units initially in the form oi corporate units, at a stated amount of $50 pei' unit, for a total 
stated amount of $805 million. Net proceeds from the issuance were approximately $785 million. Each corporate unit represents a 1/20 
undivided beneficial ownership interest in $1,000 principal amount of AEP's 3.40% Junior Subordinated Notes due in 2024 and a forward 
equity purchase contract which settles after three years in 2022. The proceeds from this issuance were used to support AEP's overall capital 
expenditure plans including the acquisition of Sempra Renewables LLC. See Note 12- Financing Activities for additional information. 

Dividend Policy and Restrictions 

The Board of Directors declared a quarterly dividend of $0.70 per share in April 2020. Future dividends may vary depending upon AEP's 
profit levels. operating cash flow levels and capital requirements. as well as financial and other business conditions existing at the time. 
Parents income primarily derives from common stock equity in the earnings of its utility subsidiaries. Various financing arrangements and 
regulatory requirements may impose certain restrictions on the ability of the subsidiaries to transfer funds to Parent in the form of dividends. 
Management does not believe these restrictions will have any significant impact on its ability to access cash to meet the payment of dividends 
on its common stock. See "Dividend Restrictions" section of Note 12 for additional in formation. 

Credit Ratings 

AEP and its utility subsidiaries do not have any credit arrangements that would require material changes in payment schedules or 
terminations as a result of a credit downgrade, but its access to the commercial paper market may depend on its credit ratings. In addition, 
downgrades in AEP's credit ratings by one of the rating agencies could increase its borrowing costs. Counterparty concerns about the credit 
quality of AEP or its utility subsidiaries could subject AEP to additional collateral demands under adequate assurance clauses under its 
derivative and non-derivative energy conti·acts. 

CASH FLOW 

AEP relies primarily on cash tlows from operations, debt issuances and its existing cash and cash equivalents to fund its liquidity and 
investing activities. AEPk investing and capital requirements are primarily capital expenditures, repaying of long-term debt and paying 
dividends to shareholders. AEP uses short-term debt. including commercial paper, as a bridge to long-term debt financing. The levels of 
borrowing may vary significantly due to the timing of long-term debt fitiancings and the impact of fluctuations in cash flows. 

Three Months Ended 
March 31, 

2020 2019 
(in millions) 

Cash, Cash Equivalents and Restricted Cash at Beginning of Period $ 432 6 $ 4441 

Net Cash Flows from Operating Activities 6157 808 3 
Net Cash Flows Used for Investing Activities (1,766.0) (1,582.8) 
Net Cash Flows fiom Financing Activities 2,388 5 693 5 
Net Increase (Decrease) in Cash, Cash Equivalents and Restricted Cash 1,238.2 (810) 

Cash, Cash Equivalents and Restricted Cash at End of Period $ ].670 8 $ 363 ] 
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Operating Activities 

Three Months Ended 
ilarch 31, 

2020 2019 
(in millions) 

Net income $ 499.3 $ 574.] 
Non-Cash Adjustments to Net Income (a) 6921 618.8 
Mark-to-Market of Risk Management Contracts 57.4 65.5 
Property 'Faxes (59 8) (75 6) 
Deferred Fuel Over/Under-Recovery, Net 63.1 32.5 
Recovery ofOhio Capacity Costs - 14 7 
Refund of Global Settlement - (4.1) 
Change in Other Noncurrent Assets (50 8) (47 9) 
Change in Other Noncurrent Liabilities (74.8) 67.3 
Change in Certain Components of Working Capital (510.8) (437 0) 

Net Cash Flows from Operating Activities $ 615 7 $ 808 3 

(a) Non-Cash Adjustments to Net Income includes Depreciation and Amortization, Deferred income Taxes, AFUDC and Amortization of Nuclear Fuel 

Net Cash Flows from Operating Activities decreased by $193 million primarily due to the following: 
· A $142 million decrease in cash from Change in Other Noncurrent Liabilities primarily due to increases in revenue refunds related to 

Tax Reform and Ohio regulatory liabilities. 
A $74 million decrease in cash from Change in Certain Components of Working Capital. The decrease is primarily due to timing of 
accounts receivable and accounts payable, an increase in employee-related payments, a decrease in current year employee-related 
expenses and a decrease in accrued taxes primarily due to the Alternative Minimum Tax Credit Refund recorded as a result of the 
Coronavirus Aid, Relief, and Economic Security Act. These decreases were partially offset by a refund from the Department ol 
Energy for SNF and by the reversal ofa regulatory provision at OPCo in the prior year. 

investing Activities 

rhree Months Ended 
Nlarch 31, 

2020 2019 
(in millions) 

Construction Expenditures $ 0,792.7) $ (1,565.4) 
Acquisitions ol Nuclear Fuel (13) (32 4) 
Other 28.0 150 

$ (1,766.0) $ (1,582 8) Net Cash Flows Used for Investing Activities 

Net Cash Flows Used for Investing Activities increased by $183 million primarily due to the following: 
A $227 million increase due to increased construction expenditures. primarily driven by increases at AEP transmission Holdco of 
$120 million, Vertically Integrated Utilities of$84 million and Transmission and Distribution Utilities of $19 million. 
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Financing Activities 

Three Months Ended 
March 31, 

2020 2019 

(in millions) 
Issuance of Common Stock $ 56.1 $ 14.5 
Issuance/Retirement of Debt, Net 2,744 2 l.013 0 
Dividends Paid on Common Stock (363 7) (333.6) 
Other (48 1) (0.4) 
Net Cash Flows from Financing Activities $ 2,388 5 $ 693.5 

Net Cash Flows from Financing Activities increased by $1.7 billion primarily due to the following: 
• A $1.7 billionincreasein cash primarily dueto an increasein short-term debt includingthe 364-day Term Loan borrowing. See Note 

12 - Financing Activities for additional information. 
• A $133 million increase in issuances of long-term debt. See Note 12- Financing Activities for additional information. 
This increase in cash was partially offset by: 
• An $80 million decrease in cash due to increased retirements of long-term debt. See Note 12- Financing Activities for additional 

information. 

See "Long-term Debt Subsequent Events" section of Note 12 for Long-term debt and other securities issued, retired and principal payments 
made after March 31,2020 through May 6,2020, the date that the first quarter 10-Q was issued. 

BUDGETED CAPITAL EXPENDITURES 

Management currently estimates $5.8 billion of capital expenditures for 2020 and forecasts approximately $32.9 billion of capital 
expenditures for 2020 to 2024. Capital expenditures related to North Central Wind Energy Facilities are excluded from these budgeted 
amounts. The expenditures are generally for transmission, generation, distribution, regulated and contracted renewables. and required 
environmental investment to comply with the Federal EPA rules. Estimated capital expenditures are subject to periodic review and 
modification and may vary based on the ongoing effects of regulatory constraints. environmental regulations. business opportunities, market 
volatility, economic trends, weather, legal reviews and the ability to access capital. Management expects to fund these capital expenditures 
through cash flows from operations and financing activities. Generally, the Registrant Subsidiaries use cash or short-term borrowings under 
the money pool to fund these expenditures until long-term funding is arranged. For complete information of forecasted capital expenditures, 
see the 'Budgeted Capital Expenditures" section of "Managements Discussion and Analysis of Financial Condition and Results of 
Operations" in the 2019 Annual Report. 

CONTRACTUAL OBLIGATION INFORMATION 

A summary ofcontractual obligations is included in the 2019 Annual Report and has not changed significantly from year-end other than the 
debt issuances and retirements discussed in the "Cash Flow" section above. 

CRITICAL ACCOUNTING POLICIES AND ESTIMATES AND ACCOUNTING STANDARDS 

CRITICAL ACCOUNTING POLICIES AND ESTIMATES 

See the "Critical Accounting Policies and Estimates" section of "Management's Discussion and Analysis o f Financial Condition and Results 
of Operations" in the 2019 Annual Report for a discussion of the estimates and .iudgments required for regulatory accounting. revenue 
recognition, derivative instruments, the valuation of long-lived assets, the accounting for pension and other postretirement benefits and the 
impact of new accounting standards. 
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ACCOUNTING STANDARDS 

See Note 2 - New Accounting Standards for information related to accounting standards adopted in 2020 and standards effective in the future. 

OUANTITATIVE AND OUALITATIVE DISCLOSURES ABOUT MARKET RISK 

Market Risks 

The Vertically Integrated Utilities segment is exposed to certain market risks as a major power producer and through transactions in power, 
coal, natural gas and marketing contracts. These risks include commodity price risks which may be subject to capacity risk, credit risk as well 
as interest rate risk. These risks represent the risk of loss that may impact this segment due to changes in the underlying market prices or 
rates. 

The Transmission and Distribution Utilities segment is exposed to energy procurement risk and interest rate risk. 

The Generation & Marketing segment conducts marketing, risk management and retail activities in ERCOT, PJM, SPP and MISO. This 
segment is exposed to certain market risks as a marketer of wholesale and retail electricity. These risks include commodity price risks which 
may be subject to capacity risk, credit risk as well as interest rate risk. These risks represent the risk of loss that may impact this segment due 
to changes in the underlying market prices or rates. In addition, the Generation & Marketing segment is also exposed to certain market risks 
as a power producer and through transactions in wholesale electricity, natural gas and marketing contracts. 

Management employs risk management contracts including physical forward and financial forward purchase-and-sale contracts. 
Management engages in risk management of power, capacity, coal, natural gas and, to a lesser extent, heating oil, gasoline and other 
commodity contracts to manage the risk associated with the energy business. As a result. AEP is subject to price risk. The amount of risk 
taken is determined by the Commercial Operations, Energy Supply and Finance groups in accordance with established risk management 
policies as approved by the Finance Committee of the Board of Directors. AEPSC's market risk oversight staff independently monitors risk 
policies, procedures and risk levels and provides members of the Commercial Operations Risk Committee (Regulated Risk Committee) and 
the Energy Supply Risk Committee (Competitive Risk Committee) various reports regarding compliance with policies, limits and 
procedures. The Regulated Risk Committee consists of AEPSC's Chief Financial Officer. Executive Vice President of Generation, IExecutive 
Vice President of Utilities, Senior Vice President of Commercial Operations, Senior Vice President of Treasury and Risk and Chief Risk 
Officer. The Competitive Risk Committee consists of AEPSC's Chief Financial Officer, Senior Vice President of Treasury and Risk and 
Chief Risk Officer in addition to Energy Supplys President and Vice President. When commercial activities exceed predetermined limits, 
positions are modified to reduce the risk to be within the limits unless specifically approved by the respective committee. 

The effects ofCOVID-19 may adversely impact AEP's risk management contracts on a forward basis. Markets could experience reduced 
market liquidity as they face potential uncertainties. Credit risk may increase as counterparties encounter business and supply chain 
dist'uptions and overall solvency challenges. Also. interest rates could continue to see increased volatility as capital markets confront 
uncertainty. 
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The following table summarizes the reasons for changes in total MTM value as compared to December 31,2019: 

Ml'M Risk Management Contract Net Assets (Liabilities) 
Three Months Ended March 31,2020 

Transmission 
Vertically and Generation 
Integrated Distribution & 

U ti li ti es Utilities Marketing i.otai 
(in millions) 

Total MTM Risk Management Contract Net Assets (Liabilities) 
as of December 31, 2019 $ 75.9 $ (103 6) $ 163 4 $ 135.7 

Gain from Contracts Realized/Settled During the Period and Entered 
in a Prior Period (36 7) (2.1) (6 9) (45.7) 

Fair Value of New Contracts at Inception When Entered During the 
Period (a) - - 05 0.5 

Changes in Fair Value Due to Market Fluctuations During the 
Period (b) - - (7 4) (7 4) 

Changes in Fair Value Allocated to Regulated Jurisdictions (c) (29.1) (17.3) - (46.4) 
Total MTM Risk Management Contract Net Assets (I.iabilities) 

as of.Mai·ch 31,2020 $ [0l $ (123 0) $ 149 6 36 7 
Commodity Cash Flow Hedge Contracts (1591) 
Interest Rate Cash Flow Hedge Contracts (5 0) 
Fair Value Hedge Contracts 57.0 
Collateral Deposits 75 8 
Total MTM Derivative Contract Net Assets as of March 31, 

2020 $ 5.4 

(a) Reflects fair value on primarily long-term structured contracts which are typically with customers that seek fixed pricing to limit their risk against 
tluctuating energy prices. The contract prices are valued against market curves associated with tlie delivery location and delivery term A significant 
portion of the total volumetric position has been economically hcdged. 

(b) Market fluctuations are attributable to various factors such as supply/demand, weather, etc 
(c) Relates to the net gains (losses) of those contracts that are not iellected on the statenients of income. These net gains (losses) are recorded as regulatory 

Iiabthties/assets or accounts payable 

See Note 9- Derivatives and Hedging and Note 10- Fair Value Measurements for additional information related to risk management 
contracts. The following tables and discussion provide information on credit risk and market volatility risk. 

Credit Risk 

Credit risk is mitigated iii wholesale marketing and trading activities by assessing the creditworthiness of potential counterparties before 
entering into transactions with them and continuing to evaluate their creditwoilhiness on an ongoing basis. Management uses credit agency 
ratings and current market-based qualitative and quantitative data as well as financial statements to assess the financial health ot 
counterparties on an ongoing basis. 

AEP has risk management contracts (includes non-derivative contracts) with numerous counterparties, Since open risk management contracts 
are valued based on changes iii market prices of the related commodities. exposures change daily. As of March 31, 2020. credit exposure net 
of collateral to sub investment grade counterparties was approximately 6.9%, expressed in terms of net MTM assets, net receivables and the 
net open positions for contracts not subject to MTM (representing economic risk even though there may not be risk of accounting loss). 
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As of March 31, 2020, the following table approximates AEP's counterparty credit quality and exposure based on netting across 
commodities, instruments and legal entities where applicable: 

Exposure Number of Net Exposure 
Before Counterparties of 
Credit Credit Net >10% of Counterparties 

Counterparty Credit Quality Collateral Collateral Exposure Net Exposure >10% 
(in millions, except number of counterparties) 

Investment Grade $ 493.5 $ -$ 493.5 2 $ 255.5 
Split Rating 3.0 - 3.0 2 3.0 
No External Ratings: 

Internal Investment Grade 148.8 - 148.8 3 90.7 
Internal Noninvestment Grade 58.5 10.5 48.0 2 30.1 

Total as of March 31,2020 $ 703.8 $ 10.5 $ 693.3 

A]l exposure in the table above relates to AEPSC and AEPEP as AEPSC is agent for and transacts on behalf of AEP subsidiaries, including 
the Registrant Subsidiaries and AEPEP is agent for and transacts on behalf of other AEP subsidiaries. 

In addition, AEP is exposed to credit risk related to participation in RTOs. For each of the RTOs in which AEP pailicipates, this risk is 
generally determined based on the proportionate share of member gross activity over a specified period of time. 

Value at Risk (Valt) Associated with Risk Management Contracts 

Management uses a risk measurement model, which calculates VaR, to measure AEP's commodity price risk in the risk management 
portfolio. The VaR is based on the variance-covarlance method using historical prices to estimate volatilities and correlations and assumes a 
95% confidence level and a one-day holding period. Based on this VaR analysis, as of March 31,2020, a near term typical change in 
commodity prices is not expected to materially impact net income, cash flows or financial condition. 

Management calculates the VaR for both a trading and non-trading portfolio. The trading portfolio consists primarily of contracts related to 
energy trading and marketing activities. The non-trading portfolio consists primarily of economic hedges of generation and retail supply 
activities. The following tables show the end, high, average and low market risk as measured by VaR for the periods indicated: 

VaR Model 
Trading Portfolio 

Three Months Ended Twelve Months Ended 
March 31,2020 December 31,2019 

End High Average Low End High Average Low 
(in millions) (in millions) 

$ o. i $ 0.3 $ 0.1 $ - $ 0.1 $ I.2 $ 0.2 $ 0.1 

VaR Model 
Non-Trading Portfolio 

Three Months Ended Twelve Months Ended 
March 31,2020 December 31,2019 

End High Average Low End High Average Low 
(in millions) (in millions) 

$ 0.7 $ 1.2 $ 0.6 $ 0.1 $ 0.2 $ 8.5 $ 1.1 $ ().2 
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Management back-tests VaR results against performance due to actual price movements. Based on the assumed 95% confidence interval, the 
performance due to actual price movements would be expected to exceed the VaR at least once every 20 trading days. 

As the VaR calculation captures recent price movements. management also performs regular stress testing of the trading portfolio to 
understand AEP's exposure to exti·eme price movements. A historical-based method is employed whereby the current trading portfolio is 
subjected to actual, observed price movements from the last several years in order to ascertain which historical price movements translated 
into the largest potential MTM loss. Management then researches the underlying positions. price movements and market events that created 
the most significant exposure and reports the findings to the Risk Executive Committee, Regulated Risk Committee or Competitive Risk 
Comm ittee as appropriate. 

Interest Rate Risk 

AEP is exposed to interest rate market fluctuations in the normal course of business operations. AEP has outstanding short and long-term debt 
which is subject to a variable rate. AEP manages interest rate risk by limiting variable-rate exposures to a percentage of total debt, by entering 
into interest rate derivative instruments and by monitoring the effects of market changes in interest rates. For the three months ended 
March 31.2020 and 2019. a 100 basis point change in the benchmark rate on AEP's variable rate debt would impact pretax interest expense 
annually by $24 million and $25 million. respectively. 
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AMERICAN ELECTRIC POWER COMPANY, INC. AND SUBSIDIARY COMPANIES 
CONDENSED CONSOLIDATED STATEMENTS OF INCOME 

For the Three iMonths Ended March 31,2020 and 2019 
(in millions, except per-share and share amounts) 

(Unaudited) 

Three Months Ended March 31, 
2020 2019 

REVENUES 

Veitically Integrated Utilities $ 2,193.0 $ 2,372 3 

Tiansmtssion and Distiibution Utilities l.075 2 I,1798 

Generation & Maiketmg 408 4 439 7 

Otliei Revenues 70 9 65 0 

TOTAL REVENUES 3,747 5 4,056.8 

EXPENSES 

Fuel and Other Consumables Used foi Electnc Generation 355 3 550 4 

Put chased Electlicity foi Resale 795 7 86]8 

Other Opeiation 602. l 666 0 

Mainteiiance 249.5 274 5 

Depteciation and Amort,zation 672 2 605 8 

Taxes Other Than Income Taxes 321.1 309 9 

TOTAL EXPENSES 2.995 9 3.268 4 

OPERATING INCOME 751.6 788 4 

Other Income (Expense): 

Other Income (Expense) (44) 86 

Allowance fbi Equity Funds Used During Conftiuction 31 4 28 9 

Non-Service Cost Components of Net Pei iodic Benefit Cost 29 7 300 

Inteiest E. penqe (292 I) (255 S) 

INCOME BEFORE INCOME TAX EXPENSE AND EQUITY EARNINGS 5162 600 I 

Income Tax Erpense 46 5 44 5 

Equity Earnings of Unconsohdated Subsidim ics 29 6 185 

NET INCOME 499 3 574.1 

Net Income Attnbutable to Noncontiollmg Interests 41 13 

EARNINGS ATTRIBUTABLE TO AEP COMMON SHAREHOLDERS $ 495.2 $ 572 8 

WEIGHTED AVERAGE NUMBER OF BASIC AEP COMMON SHARES OUTSTANDING 494,596,869 493,309,076 

l'OTAL BASIC EARNINGS PER SHARE ATTRIBUTABLE TO AEP COMMON SHAREHOLDERS $ 1.00 $ 116 

WEIGHTED AVERAGE NUMBER OF DILUTEDAEP COMMON SHARES OUTSTANDING 496,608,918 494,484,144 

TOTAL DILUTED EARNINGS PER SHARE ATTRIBUTABLE TO AEP COMMON SHAREHOLDERS $ 1 00 $ 1 16 

6'ec ( 'ondenied Noiei /o ( 'ondenied /·manc·/a/ S/a/emen/i 0/ Rem,/ra/1/, hegmmng onpage / /0 
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AMERICAN ELECTRIC POWER COMPANY, INC. AND SUBSIDIARY COMPANIES 
CONDENSED CONSOLIDATED STATEMENTS OF COMPREHENSIVE INCOME (LOSS) 

For the Three Months Ended March 31,2020 and 2019 
(in millions) 
(Unaudited) 

Three Months Ended March 31, 

2020 2019 

Net Income $ 499 3 $ 574.1 

OTHER COMPREHENSIVE LOSS, NET OF TAXES 
Cash Flow I-Icdges, Net of Tax of $( 17 8) and $(7 7) in 2020 and 2019, Respectively (67 0) (28 9) 

Amortization of Pension and OPEB Deferred Costs, Net of Tax of $(0 5) and $(0 4) in 2020 and 2019, Respectively (1.8) (1.4) 

TOTAL OTHER COMPREHENSIVE LOSS (68.8) (30.3) 

TOTAL COMPREHENSIVE INCOME 430 5 543 8 

Total Other Comprehensive Income Attributable To Noncontrolling Interests 4.1 1.3 

TOTAL OTHER COMPREHENSIVE INCOME ATTRIBUTABLE TO AEP COMMON SHAREHOLDERS $ 426 4 $ 542 5 

See ('ondemed Nc),m m ('ondemed IY'tnancial Statement~ c),1 itegnn·<tnt, beginmng on page j IO 

40 

Sponsored By: Michael Baird 

4680 



Schedule J-2 (1Q - 2020 AEP Form 10-Q) 
Page 54 of 351 

AMERICAN ELECTRIC POWER COMPANY, INC. AND SUBSIDIARY COMPANIES 
CONDENSED CONSOLIDATED STATEMENTS OF CHANGES IN EQUITY 

For the Three Months Ended March 31,2020 and 2019 
(in millions) 
(Unaudited) 

AEP Common Shareholders 
Accumulated Common Stock 

Other 
Paid-in Retained Comprehensive Noncontro[Iing 

Shares Amount Capital Earnings Income (Loss) Interests '[ otal 

TOTAL EQUITY -DECEMBER 31, 2018 5135 $ 3,337 4 $ 6,486.1 $ 9,325 3 $ (120 4) $ 310 $ 19,059.4 

Issuance ofCommon Stock 01 12 13 3 145 

Common Stock Dividends (332 5) (b) (1 1) (333 6) 

Other Changes in Equity (56 6) (a) i 0 (55 6) 

Net ]ncome 572 8 13 574 I 

Other Comprehensive Loss (30 3) (30 3) 

TOTAL EQUITY - MARCH 31,2019 513 6 $ 3,338 6 $ 6.442 8 $ 9,565 6 $ (]50 7) $ 32 2 $ 19,228 5 

TOTAL EQUITY - DECEMBER 31,2019 5144 $ 3.343 4 $ 6.535 6 $ 9.900 9 $ (147 7) $ 281 0 $ 19.9132 

Issuance of Coinmon Stock lo 68 49 3 56 t 

Common Stock Dividends (3591) (b) (4 6) (363 7) 

Othci Changes in Equity (29 0) (12) (30 2) 

ASU 20]6-13 Adoption 1 8 1 8 

Net Income 495,2 4] 499 3 

Other Comprehensive Loss (68,8) (68 8) 

TOTA[, EQUIT¥ - MARCI-I 31,2020 5154 $ 3,350 2 $ 6.555 9 $ I 0,038 8 $ (2[6 5) $ 279 3 $ 20.007 7 

(a) Includes $(62) mllilon telatedto a R,i waideqziitypittchaseconttact associated with theissuance ot' Eqttity Units 
(b) Cash dividends deciaied pei AEP common shaie were $0 70 and $0 67 foi·the thiec months ended Maich 31. 2020 and 2019. iespectively 

See ( om/en,ed Note., /o ( 'om/en~ed /,mmicm/ S/a/emem, r,/ Regn /i·ami hegmnmg on page / /0 
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AMERICAN ELECTRIC POWER COMPANY, INC. AND StiBSIDIARY COMPANIES 
CONDENSED CONSOLIDATED BALANCE SHEETS 

ASSETS 
March 31,2020 and December 31, 2019 

(in millions) 
(Unaudited) 

March 31, Decembe,·31, 

2020 2019 

CURRENT ASSETS 

Cash and Cash Equivalents $ ],554 6 $ 246 8 
Resti icted Cash 

(March 31,2020 and I)ecembei 31,2019 Amounts include $1162 and $1858, Respectively, Related to Transition Funding. 
Restoiation Funding, Appalachian Consuinei Rate Relief Funding and Santa Rita East) 1162 185 8 

Other Tempoiary Investments 
(March 31,2020 and December 31,2019 Amounts Include $163 6 and $187 8, Respectively, Related to EIS and Transource Energy) ]852 202 7 

Accounts Receivable 

Customers 617 9 625 3 

Acciued Unbilled Revenues 242 2 222 4 

Pledged Accounts Receivable - AEP Credit 885 2 873 9 

Miscellaneous 4 I 1 272 

Allowance foi Uncolleetible Accounts (44 9) (43 7) 

Total Accounts Recetvable 1,74 I 5 l,7051 

Fuel 5509 528 5 

Materials and Supplies 645 0 640 7 

Risk Management Assets 130.4 172 8 

Regulatoiy Asset fol Undel-Recovel ed [ uel Costs 80 8 92 9 

Margin Deposits 68 3 60 4 

Pf epaymems and Othet Cuirent Assets 2]91 242 I 

TOTAL CURRENT ASSETS 5,292 0 4,077 8 

PROPERTY, PLANT AND EQUIPMENT 

Eileen ic 

Generation 22,853 7 22,762 4 

Transmission 25.314 2 24 808 6 

Distribution 22,824 4 22,443 4 

Other Property, Plant and hqi,ipinent ( Iticli,d,ng Coal Mming and Nuclear Fuel) 4.9132 4811 5 

Construction Work tn Progress 4,5115 4,3198 

1 olal P,·opei·ty. 1']a,it and Equipmei,t 80,4170 79,145 7 

Accumulated Depreciation and Amortization 19,368 ] ]9,007 6 

TOTAL PROPERT¥, PLANT AND EQUH>MF.N I - NET 61.048 9 60,138 ] 

OTHER NONCURRENT ASSETS 

Regulatory Assets 3,]974 3,]58 8 

Seciu mzed Assets 789 ] 858 ] 

Spent Nuclear Fuel and Decommissioning Trusts 2,679 2 2,975 7 

Goodwill 52 5 525 

Long-term Risk Management Assets 323 7 266 6 

Operating Lease Asset,5 926 7 957 4 

Deferred Charges and Other Noncurrent Assets 3,4145 3,407 3 

TO'l Ai. OTHER NONCERRENT ASSETS ll,383 I 1 I,676 4 

TOIAL ASSErS $ 77,724 0 $ 75,892 3 

See ('ondenwd A/o/ei /o ( 'o/;den.ted /.)/im; m/h'/a/emen/.i ofR:gi,/rann hegmmng onpage //0 
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AMERICAN ELECTRIC POWER COMPANY, INC. AND SFBSIDIARY COMPANIES 
CONDENSED CONSOLIDATED BALANCE SHEETS 

LIABILITIES AND EQUITY 
March 31, 2020 and December 31,2019 

(in millions, except per-share and share amounts) 
(tinaudited) 

March 31, December 31, 

2020 2019 

CURRENT LIABILITIES 

Accounts Payable $ 1,593 4 $ 2.085 8 

Short-term Debl 

Securitized Debt for Receivables - AEP Credit 724 0 710 0 

Othei Short-term Debt 3.7401 2,1283 

Total Short-term Debt 4,4641 2,838 3 
Long-term Debt Due Within One Yeai 

(March 3[, 2020 and Decetnbel 3 I, 2019 Amounts Include $289 6 and $565 1, Respectively, Related to Tiansition Funding. DCC Flel. 
Appa|achian Consumer Rate Relief Funding. Transource Energy. Sabine and Restoration Funding) 2.109 7 I,598 7 

Risk Management Liabilities 156 8 1143 

Customer Deposits 3610 3661 

Accrued Taxes 1,255 4 I,357 8 

Accrued Interest 307 9 243 6 

Obligations Under Operating Leases 234 3 234 1 

Regulatory Liability for Over-Recopered Fuel Costs I 37 6 86 6 

Other Current Liabilities 1,034 5 1,373 8 

TOTAL CURRENT LIABILITIES I 1,654 7 10.299 1 

NONCURRENT LIABILITIES 
Long-term Debt 

(March 31,2020 and December 31,2019 Amounts Include $1,037 6 and $907, Respectively, Related to Transition Funding, DCC Fuel, 
Appalachian Consumer Rate Relief Funding, Transource Energy, Sabine and Restoration Funding) 25,783 0 25,126 8 

Long-tetm Risk Management Liabilities 291 9 26]8 

Deferred Income Taxes 7,668 5 7,588 2 

Regulatory [.iabimies and Deferred Investment Tax Credits 8,049 2 8,457 6 

Asset Retirement Obligations 2,254 2 2,216 6 

Employee Benefits and Pension Obligations 4510 466 0 

Obligations Under Operating Leases 7363 734 6 

Deterred Credits and Othei Noncunent Ltabilit,es 709 5 7198 

TOTAL NONCURRENT LIABILITIES 45,943 6 45,571 4 

TOTAL LIABILITIES 57,598 3 55,870 5 

Rate Matters (Note 4) 

Commitments and Contingencies (Note 5) 

MEZZAN[NE EQUITY 

Redeemable Noncontrolling Interest 64 8 65 7 

Contingently Redeemable Performance Share Awards 532 42 9 

TOTAL MEZZANINE EQUITY 1180 1086 

EQUITY 

Common Stock - Pai Value - $6 50 Per Share 

2020 2019 

Shares Authorized 600.000.000 600,000,000 

Shares Issued 515,411,847 514,373,631 

(20,204,160 Shares weic Held in Treasury as of March 31.2020 and December 31. 2019, Respecttvelv) 3.350 2 3,343 4 

Paid-in Capital 6,555 9 6,535 6 
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Retained Earnings 10,038 8 9,900 9 

Accumulated Other Comprehensive Income (Loss) (2165) (147.7) 

TOTAL AEP COMMON SUIAREHOLDERS' EQUITY 19.728 4 19,632 2 

Noncontrolhng Interests 279 3 281 0 

TOTAL EQUITY 20.007 7 19,9132 

TOTAI, LIABII.N'!1®S, MEZZANINE EQUn'Y AND TOTAL EQIHTY $ 77,724 0 $ 75,892 3 

See Condemed Nole~ m ( Kcmdemed 1· manc ial S{afement.* of Itegt~iran{. beginning on page I l (). 
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AMERICAN ELECTRIC POWER COMPANY, INC. AND Slll;SIDIARY COMPANIES 
CONDENSEI) CONSOLIDATED STATEMENTS OF CASH FLOWS 

For the Three Months Ended March 31,2020 and 2019 
(in millions) 
(tinaudited) 

Three Momth, [(nded M/·ch 31, 

2020 2019 

OPERATING AC'[ l VI rl ES 

Net Income $ 499 3 $ 574 I 

Adjustments to Reconcile Net Income lo Net Casli l''Io,pb fron, Operat,ng Activities: 

Depreciation and Amortization 672 2 605 8 

Defei i ed Income Taxef 27 9 168 

Allowance for Equity Funds Used Dui ing Construction (3 l 4) (28 9) 

Mark-Io-Maikct of Risk Management Contracts 57 4 655 

Amortization of Nuclear Fuel 23 4 251 

Piopcity 'rajc, (59 8) (756) 

Defei red Fuel Over/Under-Recovery, Net 631 32 5 

Recovei y of Ohio Capacity Costs - 147 

Refund o f Global Settlement - (4 I) 

Change in Othei Noncuirent Assets (50 8) (47 9) 

Change tn Other Noncurrent Liabilities (74 8) 67 3 

Changes in Cei tain Components of Working ('ap'tal: 

Accounts Receivable. Net (32 6) 57 5 

Fuel Materials and Supplies (35 8) (264) 

Accounts Payable (1111) (1526) 

Acctued Takes, Nct (93 9) (77 0) 

Othei Current Assets 53 (18.8) 

Othei Cuitent Liabilities (242 7) (2197) 

Net Cash Flows from Operating Activities 6157 808 3 

INVESTING ACTIVITIES 

Constrnc on E ~pendilu,eg ( I.792 7) (1.565 4) 

Purchases of Investment Securities (632 7) (1304) 

Salesof Investmenl Securities 635 6 Ill9 

Acquisitions of Nuclear Fuel (13) (32 4) 

O[he, Investing Activities 25 I 33 5 

Net Cash Flows Used for investing Activities (],766 0) (1.582 8) 

FINANCING ACTIVITIES 

Issuance ol' Common Stock 56 I 145 

Issuance of Long-term Debt I,4189 I,285 6 

Awancc of Shoit-tei m Debt with Oi lglnal M,itttlttie, gieatet than 90 Days I.297 5 -

Change in Short-term Debt with Original Maturities less than 90 Days, Net 328 3 (52 0) 

Rettiement of Long-term Debt (300 5) (220 6) 

Principal Payments for Finance Lease Obligations (154) (143) 

Dividends Paid on Common Stock (363 7) (333 6) 

Other Financing Acttvtties (32 7) 139 

Net Cash Floi,s fiom Financing Aclivit "% 2.388 5 693 5 

Net Iik,·ease (Decrease) in Cash, Cash Equnalents and Restricted Caqh I,218 2 (810) 

Cash, Cash Equivalents and Restricted Cash at Beginning of Period 432 6 4441 

('a4h. Ci,bll Equivalents .Ind Reslneled C'ash nl End of Penod $ I.670 8 S 363 I 

SUPPLEMENTARY INFORMATION 
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Cash Paid for Interest, Net of Capitalized Amounts $ 212,6 $ 168 9 

Net Cash Paid (Received) for Income Taxes (0 6) (06) 

Noncash Acquisitions Under Finance Leases 19 4 23 1 

Consti uction Expenditures Included m Cuti·ent ].iabtlines as of Match 31, 874 I 846.3 

Construction Expenditures Included in Noncurrent Liabilities as of March 31, 83 -

Expected Remibursement for Spent Nuclear Fuel Diy Cask Storage 13 10 

Forwmd Equity Purchase Contract Included m Current and Noncurrent Liabilities as of March 31, - 62.1 

See ( 'ondemed Nolei io ( 'ondei ifed l· manc· ml S;m emen 1\ <7/ Regt# li am, hegmmi?g on page / / 0 
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AEP TEXAS INC. 
AND SUBSIDIARUES 
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AEP TEXAS INC. AND SUBSIDIARIES 
MANAGEMENT'S NARRATIVE DISCUSSION AND ANALYSIS OF RESULTS OF OPERATIONS 

RESULTS OF OPERATIONS 

KWh Sales/Degree Days 

Summary of KWh Energy Sales 

Three Months Ended March 31, 
2020 2019 

(in millions of KWhs) 
Retail: 

Residential 2,466 2,424 
Commercial 2,357 2,091 
Industrial 2,365 2,148 
Miscellaneous 152 145 

Total Retail 7,340 6,808 

Heating degree days and cooling degree days ai·e metrics commonly used in the utility industry as a measure of the impact of weather on 
revenues. 

Summary of Heating and Cooling Degree Days 

Three Months Ended March 31, 
2020 2019 

(in degree days) 
Actual -Heating (a) 91 177 
Normal - Heating (b) 185 187 

Actual - Cooling (c) 231 122 
Normal - Cooling (b) 125 123 

(a) Heating degree days are calculated on a 55 degree temperature base. 
(b) Normal Heating/Cooling represents the thirty-year average of degree days. 
(c) Cooling degree days are calculated on a 70 degree temperature base. 
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First Quarter of 2020 Compared to First Quarter of 2019 

Reconciliation of First Quarter of 2019 to First Quarter of 2020 
Net Income 
(in millions) 

First Quarter of 2019 $ 34.4 

Changes in Gross Margin: 
Retail Margins 19.5 
Margins from Off-system Sales (0.2) 
Transm ission Revenues 1 ].3 
Other Revenues 11.7 
Total Change in Gross Margin 42.3 

Changes in Expenses and Other: 
Other Operation and Maintenance (3.0) 
Depreciation and Amortization (23.6) 
Taxes Other Than Income Taxes 2.5 
Interest Income 0.2 
Allowance for Equity Funds Used During Construction 3.3 
Interest Expense (5.1) 
Total Change in Expenses and Other (25.7) 

Income Tax Expense (3.4) 

First Quarter of 2020 $ 47.6 

The major components of the increase in Gross Margin. defined as revenues less the related direct cost of fuel. including consumption of 
chemicals were as follows: 

· Retail Margins increased $20 million primarily due to the following: 
• A $15 million increase iii weather-normalized margins primarily iii the commercial and residential classes. 
• A $7 million increase iii revenues primarily due to the Transmission Cost Recovery Factor revenue rider. 
These increases were partially offset by: 
• A $4 million decrease in weather-related usage primarily due to a 49% decrease in heating degree days. partially offset by an 89% 

increase in cooling degree days. 
• Transmission Revenues increased $11 million primarily due to the recovery of increased transmission investment in ERCOT. 
• Other Revenues increased $12 million primarily due to securitization revenue. This increase was offset below in Depreciation and 

Amortization expenses and in Interest Expense. 

Expenses and Other and Income Tax Expense changed between years as follows: 

· Other Operation and Maintenance expenses increased $3 million primarily due to an increase in distribution-related expenses. 
• Depreciation and Amortization expenses increased $24 million primarily due to the following: 

· A $12 million increase in securitization amortizations. This increase was offset iii Other Revenues above and tn Interest Expense 
below. 

• An $1 l million increase in depreciation expense due to an increase in the depreciable base oftransmission and distribution assets. 
• Allowance for Equity Funds tjsed During Construction increased $3 million due to an increase in the Equity component of AFUDC 

as a result of lower short-term balances and increased transmission projects. 
• Interest Expense increased $5 million primarily due to higher long-lerm debt balances. 
• Income Tax Expense increased $3 million primarily due to an increase in pretax book income. 
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AEP TEXAS INC. AND SUBSIDIARIES 
CONDENSED CONSOLIDATED STATEMENTS OF INCOME 

For the Three Months Ended March 31,2020 and 2019 
(in millions) 
(Unaudited) 

Three Months Ended March 31, 
2020 2019 

REVENUES 
Electric Transmission and Distribution $ 391.6 $ 349.8 
Sales to AEP Affiliates 31 1 40 2 
Other Revenues 09 0.7 
TOTAL REVENUES 423 6 390.7 

EXPENSES 
Fuel and Other Consumables Used for Electric Generation - 9.4 
Other Operation 117 5 109.8 
Maintenance 20.6 25 3 
Depreciation and Amortization 162.5 138 9 
Taxes Other Than Income Taxes 34.0 36.5 
TOTAL EXPENSES 334 6 3199 

OPERATING INCOME 89 0 70 8 

Other Income (Expense): 
Interest Income 06 0.4 
Allowance for Equity Fim(Is Used During Construction 5 1 I .8 
Non-Service Cost Components of Net Periodic Benefit Cost 2.8 2.8 
Interest Expense (42 5) (37.4) 

INCOME BEFORE INCOME TAX EXPENSE 55 0 38.4 

Income Tax Expense 74 4.0 

NET INCOME $ 47 6 $ 34 4 

7'he common stock of A EP 1 exas is wholly-owned by Pa rem. 

See Condensed Noles,o Condensed Financial Slatemenls of Registrams beginmng on page l 10 
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AEP TEXAS INC. AND SUBSIDIARIES 
CONDENSED CONSOLIDATED STATEMENTS OF COMPREHENSIVE INCOME (LOSS) 

For the Three Months Ended March 31,2020 and 2019 
(in millions) 
(Unaudited) 

l'hree Months Ended March 31, 
2020 2019 

Net Income $ 47.6 $ 34 4 

OTHER COMPREHENSIVE INCOME, NET OF TAXES 
Cash Flow Hedges, Net of l'ax of $0 1 and $0 11112020 and 2019, Respectively 03 03 
TOTAL OTHER COMPREHENSIVE INCOME 03 0.3 

TOTAL COMPREHENSIVE INCOME $ 47.9 $ 34 7 

See Condensed Notes to Condensed Financial Statements qf Registrants beginnlng on page 110 
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AEP TEXAS INC. AND SUBSIDIARIES 
CONDENSED CONSOLIDATED STATEMENTS OF CHANGES IN 

COMMON SHAREHOLDER'S EQUITY 
For the Three Months Ended March 31,2020 and 2019 

(in millions) 
(Unaudited) 

Accumulated 
Other 

Paid-iii Retained Comprehensive 
Capital Earnings Income (Loss) Total 

TOTAL COMMON SHAREHOLDER'S EQUITY -
DECEMBER 31, 2018 $ 1,257.9 $ 1,337.7 $ (15.1) $ 2,580.5 

Capital Contribution from Parent 200.0 200.0 
Net Income 34 4 34 4 
Other Comprehensive Income 0 3 0.3 
TOTAL COMMON SHAREHOLDER'S EQUITY - MARCH 31, 

2019 $ 1,457 9 $ 1.372 i $ (14 8) $ 2,8152 

TOTAL COMMON SHAREHOLDER'S EQUITY -
DECEMBER 31,2019 $ 1,457 9 $ 1,516.0 $ ( 12 8) $ 2.961 1 

Net Income 47 6 47 6 
Other Comprehensive Income 03 03 
roTAL COMMON SHAREHOLDER'S EQUITY -MARCH 31, 

2020 $ 1.457.9 $ 1.563.6 $ (12 5) $ 3.009.0 

See Condensed Notes to Condensed Financial Statements of Reglstrants begnimng on page j H) 
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AEP TEXAS INC. AND SUBSIDIARIES 
CONDENSED CONSOLIDATED BALANCE SHEETS 

ASSETS 
March 31,2020 and December 31,2019 

(in millions) 
(LInaudited) 

March 31, December31, 
2020 2019 

CURRENT ASSETS 
Cash and Cash Equivalents $ 01 $ 3.1 
Restricted Cash 

(March 3 I. 2020 and December 31,2019 Amounts Include $!00 i and $154 7. Respectively. Related to 
Transition Funding and Restoration Funding) 100 1 ]547 

Advances to Affiliates 7.1 207 2 
Accounts Receivable 

Customers 130 1 1160 
Affiliated Companies 104 ]01 
Accrued Unbilled Revenues 88 6 68 8 
Miscellaneous 04 03 
Allowance for Uncollectible Accounts (18) (18) 

Total Accounts Receivable 227 7 1934 
Fuel 64 59 
Materials and Supplies 63 8 56 7 
Accrued Tax Benefits 51 5 661 
Prepayments and Other Current Assets 66 58 
TOTAL CURRENT ASSETS 463 3 692 9 

PROPERTY, PLANT AND EQUIPMENT 
Electric 

Generation 3516 351.7 
Transmission 4,624 7 4,466 5 
Distribution 4,303 1 4,215 2 

Other Property, Plant and Equipment 829 I 805 9 
Construction Work in Progress 747 0 763 9 
l'otal Property, Plant and Equipment 10,855 5 10,603 2 
Accumulated Depreciation and Amortization I,800 1 1,758 1 
['OTAL PROPERTY, PLANT AND EQUIPMENT - NET 9,055.4 8,845 I 

OTHER NONCURRENT ASSETS 
Regulatory Assets 272 2 280 6 
Securitized Assets 

(Maich 3], 2020 and December 31.20]9 Amounts Include $560 7 and $621 2, Respectively, Related to 
Transition Funding and Restoration Funding) 560 5 623 4 

Deferred Charges and Other Noncurrent Assets 219.1 147.1 
TOTA[.OTHER NONCURRENT ASSETS I,051 8 I,05 I 1 

TOTAL ASSETS $ 10,570 5 $ I 0.589 1 

See Condensed Notes to Condensed Financial S{atemems of Reglsfrants begtnnmg on page 110 
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AEP TEXAS INC. AND SUBSIDIARIES 
CONDENSED CONSOLIDATED BALANCE SHEETS 

LIABILITIES AND COMMON SHAREHOLDER'S EQUITY 
March 31,2020 and December 31, 2019 

(in millions) 
(1 Inaudited) 

March 31, December 31, 
2020 2019 

CURRENT LIABILITIES 
Advances from Affiliates $ 63 9 $ -
Accounts Payable 

General 233.1 256.8 
Affiliated Companies 20 3 35 6 

Long-term Debt Due Within One Year - Nonaffiliated 
(March 31, 2020 and December 31, 2019 Amounts Include $178 3 and $281.4, Respectively, Related to 
Transition Funding and Restoration Funding) 289 0 3921 

Acer-tied Taxes 1092 84 9 
Accrued Interest 

(March 31, 2020 and December 31, 2019 Amounts Include $4 9 and $7.5, Respectively, Related to 
Transition Funding and Restoration Funding) 54 8 35 7 

Oklaunion Purchase Power Agreement 15 1 22 I 
Obligations Under Operating Leases 13 0 12.0 
Provision for Refund 62 9 64 7 
Other Current Liabilities 1043 123.3 
TOTAL CURRENT LIABILITIES 965 6 l,027.2 

NONCURRENT LIABILITIES 
Long-term Debt - Nonaffiliated 

(March 31, 2020 and December 3], 2019 Amounts Include $484 7 and $495 4, Respectively, Related to 
Transition Funding and Restoration Funding) 4,156 4 4,166.3 

Deferred Income Taxes 961 8 965 4 
Regulatory Liabilities and Deferred Investment Tax Credits 1,32] 8 1,3169 
Obligations Under Operating Leases 70 7 711 
Deferred Credits and Other Noncurrent Liabilities 85 2 81.1 
TOTAL NONCURRENT LIABILITIES 6.595 9 6,600 8 

TOTAL LIABILITIES 7,561 5 7,628 0 

Rate Matters (Note 4) 
Commitments and Contingencies (Note 5) 

COMMON SHAREHOLDER'S EQUITY 
Paid-in Capital l.457 9 1,457.9 
Retained Earnings 1,563 6 1,5160 
Accumulated Other Comprehensive Income (Loss) (125) (128) 
TOTAL COMMON SHAREHOLDER'S EQUITY 3,009 0 2,961.1 

TOTAL LIABILITIES AND COMMON SHAREHOLDER'S EQUITY $ I 0,570 5 $ 10,589 1 

See Condensed Notes to Condensed Financial Stafements of Registi·anls begznmng on page liD 

52 

Sponsored By Michael Baird 

4694 



Schedule J-2 (1 Q - 2020 AEP Form 10-Q) 
Page 68 of 351 

AEP TEXAS INC. AND SUBSIDIARIES 
CONDENSED CONSOLIDATED STATEMENTS OF CASH FLOWS 

For the Three Months Ended Mareh 31,2020 and 2019 
(in millions) 
(1[naudited) 

Three Months Ended March 31, 
2020 2019 

OPERATING ACTIVITIES 

Net Income $ 47.6 $ 34.4 

Adjustments to Reconcile Net Income to Aet Cash Flows from Operating Activities: 

Depreciation and Amortization 162 5 138 9 

Defened Income Taxes (7 6) (110) 

Allowance foi Equity Funds Used Duiing Construction (5.1) (1.8) 
Pioperty Taxes (69 3) (73 8) 

Change in Otlier Noncurrent Assets (10 8) (3 2) 
Change m Othel Noncuirent Liabtlmes 32 (5 7) 
Changes in Certain Components ofWorking Capital: 

Accounts Receivable. Nel (34 3) (7 8) 
Fuel, Materials and Supplies (7 6) (10) 

Accounts Payable 24 42 

Accrued Taxes, Net 38.9 57 5 

Othei Cunent Assets (I 4) 05 

Other Current Liabilities (4.6) (4.4) 
Net Cash Flows from Operating Activities 113 9 126 8 

INVESTING ACTIVITIES 

Construction Expenditures (327 5) (343 1) 

Change in Advances to Affiliates. Net 200 I 03 

Othei Investing Activittes 74 62 

Net Cash Flows Used for Investing Activities (1200) (336 6) 

FINANCING ACTIVITIES 

Capital Contribution from Parent - 200 0 

Change iii Advances fiom Affiliates. Net 63 9 552 

Retirement of Long-tenn Debt - Nonaffiliated (1143) (1035) 

Pi incipal Payments for Finance Lease Obligations (I 5) (/2) 
Other Financing Activities 04 02 

Net Cash Flows from (Used for) Financing Activities (515) 1507 

Net Decrease in Cash, Cash Equivalents and Restricted Cash for Securitized Transition Funding (57 6) (59 1) 

Cash, Cash Equivalents and Restricted Cash for Securitized Transition Funding at Beginning of Period 157 8 159.8 

Cash, Cash Equivalents and Restricted Cash for Securitized Transition Funding at End of Period $ 100 2 $ 100 7 

SUPPLEMENTARY INFORMATION 

Cash Paid for Iiiterest, Net of Capitalized Amounts $ 21 1 $ 22 4 

Net Cash Pa:d (Received) for Income Taxes - (5 6) 

Noncash Acquisitions Under Finance Leases 3.7 2.4 

Consti uction Expendituies Included m Cunent I,iab 1 it les as of Maich 3 L 175 1 I 95 7 

See ( ondemed Nofe~ to Con,temed Mnancial Sfmemeni~ of Regiw·anh beginmng on page l m 
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AEP TRANSMISSUON COMPANY, LLC AND SUBMDIARIES 
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AEP TRANSMISSION COMPANY, LLC AND SUBSIDIARIES 
MANAGEMENT'S NARRATIVE DISCUSSION AND ANALYSIS OF RESULTS OF OPERATIONS 

RESULTS OF OPERATIONS 

Summary of Investment in Transmission Assets fur AEPTCo 

As of March 31, 
2020 2019 

(in millions) 
Plant In Service $ 8,684.9 $ 6,755.0 
Construction Work in Progress 1,536.3 1,812.2 
Accumulated Depreciation and Amortization 445.8 306.7 
Total Transmission Property, Net $ 9,775.4 $ 8,260.5 

First Quarter of 2020 Compared to First Quarter of 2019 

Reconciliation of First Quarter of 2019 to First Quarter of 2020 
Net Income 
(in millions) 

First Quarter of 2019 $ 104.3 

Changes in Transmission Revenues: 
l'ransmission Revenues 52.1 
Total Change in Transmission Revenues 52.1 

Changes in Expenses and Other: 
Other Operation and Maintenance (6.8) 
Depreciation and Amortization (15.7) 
Taxes Other Than Income Taxes (9.0) 
Interest Income 0.1 
Allowance for Equity Funds Used During Construction 4.9 
Interest Expense (7.9) 
Total Change in Expenses and Other (34.4) 

Income Tax Expense (4.2) 

First Quarter of 2020 $ 117.8 

The major components of the increase iii transmission revenues. which consists of wholesale sales to affiliates and nonaffiliates were as 
follows: 

Transmission Revenues increased $52 million primarily due to continued investment in transmission assets. 

Expenses and Other and Income Tax Expense changed between years as ibl lows: 

• Other Operation and Maintenance expenses increased $7 million primarily due to the following: 
• A $3 million increase due to employee-related expenses. 
• A $2 million increase due to higher rent expense. 
• A $1 million increase due to continued investment in transmission assets. 

• Depreciation and Amortization expenses increased $16 million primarily due to a higher dept·eciable base. 
Ta~es Other Than Income Taxes increased $9 million primarily due to higher property taxes as a result of increased transmission 
investment. 
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